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Professional Notes 


Balance of Payments—The 1954 Problem 


HE YEAR 1953 BROKE THE SEQUENCE OF CRISIS YEARS. 


THE DEVALUATION CRISIS 


ame in 1949, the balance of payments crisis in 1951, but 1953, though a difficult 
year, was not a critical one. Will the fashion change, in 1954, to even-year crises? 
fit does, we may be pretty sure that the balance of payments will be the cause. 
Already in 1953 the great improvement of the previous year was largely lost; 
in 1952 there was a credit balance on our external accounts of £148 million, without 
bringing in American aid, but in the first half of 1953 the balance, without aid, 
vas only {26 million on the right side. We cannot rely upon further improvement 
nthe terms of trade; the likelihood is that imported foodstuffs and raw mater- 
als will soon tend to become dearer, while exported manufactures, faced with 
sowing competition, from Japan and Germany especially, will have to become 
heaper—if they are to sell. A big question mark hangs over the American economy. 
nd overhanging our manufacturers is the certainty of increased internal 
tansport charges resulting from the recent agreement on wage advances, and the 
hreat of increased costs in the engineering and other industries when pending 
vage claims are settled. Certainly the year 1954 opens with the balance of 


payments as its major economic issue. 


Savoy Hotel Trust 


The latest development in the field of 
bidding for company control presents 
a number of features which promise to 
raise questions of the very first import- 
ance. It is now a matter of history that 
there was some competition between 
Mr. Clore and Mr. Samuel to acquire 
control of Savoy Hotel Ltd. The 
directors of that company sought and 
obtained an inquiry by the Board of 
Trade to establish ownership of recently 
acquired shares. Shortly after publica- 
tion of the facts Mr. Clore sold out to 
the Samuel interest which thus ob- 
tained some 37 per cent. of the voting 
power—or would do so when registra- 
tion of holdings was complete. Mean- 
while, the directors of Savoy Hotel sold 
certain properties, mainly the Berkeley 
Hotel, to a new company, all but 
£10,000 of whose capital was in Prefer- 
ence shares allotted to Savoy Hotel. 
The remainder of £10,000 was in 
Ordinary shares, subscribed at par and 
held by a group of trustees, consisting 
of representatives of the management 
and staff of Savoy Hotel. The Ordinary 
dividend was limited to 6 per cent. but 
the holding was designed to transfer 
all power over the assets sold from the 
equity in Savoy Hotel to the new 
trustees. At this point the Samuel 
interests offered to re-sell their holding 
to Savoy directorate at 62s. 6d., 
requiring, according to a statement by 
the latter, an almost instant acceptance. 
This was refused and the Samuel in- 
terest replied by making an application 
under Section 165 of the Companies 
Act, 1948, for a Board of Trade investi- 
gation. Since this Section covers almost 
every possible offence from deliberate 
fraud to oppression of any section of 
the members of the company and the 
withholding of information which might 
reasonably be expected to be disclosed, 
an inquiry was evidently possible, al- 
though, so far as the Board of Trade 
are concerned, the Section is purely 
permissive. Meanwhile, no further 
negotiations were contemplated but Mr. 
Samuel announced that he was pre- 
pared to take a line of stock through 
the market at 62s. 6d. if that would 
give him control. 

Then came the anti-climax. The 
Savoy directors and their friends decided 
to find the sum of some £1,350,000 
required to buy out Land Securities 
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Investment Trust, the Samuel interest, 
and the latter decided to abandon any 
further action and to advise the Board 
of Trade that they were no longer 
interested in the matter. The Savoy 
Board have, however, undertaken to 
liquidate the Worcester Buildings Com- 
pany, thus returning control of all 
assets to the proprietors of Savoy Hotel 
in which the Board now, presumably, 
hold control. This may be the ideal 
solution of this particular problem but 
it is one which is not likely to find 
widespread application. 

We do not express an opinion on 
the validity of the action taken by 
the directors of Savoy Hotel in depriv- 
ing the proprietors of control over a 
substantial section of their assets in 
perpetuity, but the propriety of their 
action was generally questioned in. the 
City, and it is certainly to be hoped 
that the experiment will not be 
repeated by any other Board. 


Directive Against Speculation 


In a different field there has arisen 
another development linked with the 
spread of take-over bids. According 
to popular report, a new directive has 
been issued to insurance companies, 
banks, and other institutions providing 
finance, suggesting that they should not 
provide finance in the case of sale- 
lease agreements where they suspect 
that the whole transaction is specula- 
tive. In fact a reminder has been given 
by the Governor of the Bank of 
England to representatives of these 
institutions that official disapproval of 
purely speculative operations still pre- 
vails, and this reminder has been linked 
with a statement that sale-lease agree- 
ments must be included with other 
types of finance in this disapproval. 
The City, naturally, reads this as an 
indication that some at least of the 
transactions whereby shareholders are 
bought out with the sole intention of 
selling freeholds to obtain cash— 
usually from insurance companies—and 
then obtaining from them a long lease 
of the properties sold are regarded with 
disfavour in high quarters. This may 
well be the case. Whether such action 
is in the longer term interest of the 
company owning the property can only 
be determined by a detailed assessment 
of a number of factors peculiar to each 
case. It may be that there is no 
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certainty that there will be identity of 
interest between the company selling 
the property and the insurance com- 
pany granting the lease, but it is by 
no means clear that such transactions 
must of necessity be regarded as purely, 
or even mainly, speculative. The onus 
of deciding whether they are or not 
seems now to rest squarely on the 
shoulders of those providing the finance. 


Payment of Transport Levy 


The transport levy, imposed by the 
Transport Act, 1953, becomes payable 
by owners of goods vehicles and tractors 
on and after January 1, 1954. It will be 
collected by local taxation offices at 
the same time as vehicle excise duty is 
paid. In consequence, licences for 
goods vehicles and tractors cannot be 
renewed at post offices as long as the 
levy is in operation. 

Nearly half a million vehicles are 
affected by the levy, which applies, 
with certain exceptions, to goods 
vehicles over a ton and a half unladen 
weight, and also to general haulage 
tractors. 


Limitation of Actions 


The law of limitation, that is, the law 
fixing the limits of time within which 
action may be brought, was codified 
as recently as 1939, but some amend- 
ments are now necessary. The number 
of actions against public authorities 
has increased in recent years and the 
requirement that such actions must be 
brought within one year of the accrual 
of the cause of action has caused con- 
siderable hardship. Further, various 
anomalies had been left untouched by 
the 1939 legislation, and unnecessary 
complications were introduced by later 
Acts prescribing special periods of 
limitation for actions brought against 
the Coal Board, Electricity Board and 
similar bodies. In July 1949, Lord 
Tucker’s Committee issued a report on 
the subject. Mr. Peyton, M.P., has 
now introduced his Law Reform (Limi- 
tation of Actions, etc.) Bill, a private 
member’s Bill, which is founded on that 
report. The Government have 
announced their support in principle 
and it is to be hoped that they will find 
time for the passage of the Bill into 
law. 

The Bill seeks to repeal all special 


periods of limitation for actions brought 
against public authorities and national 
ised undertakings and ever to mak 
the Crown subject to the usual rug 
except that claims for loss of registered 
letters would have to be made within 
one year. On the other hand, whoeye 
the defendant may be, in actions jn 
which damages for personal injurie 
are claimed the period of limitation 
would be reduced from six years tg 
three years. At present under the Fatal 
Accidents Acts the relatives must brin 
action within twelve months of the 
death of the deceased person; the Bil 
would increase that period to thred 
years. Another provision concerns 
actions in tort brought against the 
estate of a deceased person: at present 
such an action is barred if the cause 9 
it arose more than six months before 
the death; the Bill would abolish this 
bar but it would still be necessary to 
start the action within six months afte 
probate or letters of administration had 
been taken out. Similar provisions are 
made for Scotland. It is to be noted 
that the old rules would still apply to 
causes of action arising before the Bill 
became law. 


Words v. Figures 


A Judge of the Chancery Division 
recently refused to read affidavits in 
which sums of money were expressed 
in words and not, as the practice rule 
require, in figures, and adjourned the 
case until proper affidavits had been 
prepared. At first sight this may 
seem a little arbitrary, but how many 
accountants would like to read @ 
balance sheet written only in words! 


Preparation of Stockbrokers’ 
Accounts 


A census taken in 1951 showed that 
more than 89 per cent. of members ant 
member firms of the London Stock 
Exchange employed independent pro 
fessional accountants to prepare thei! 
accounts. The Council of the Stock 
Exchange consider that, as a coms 
quence of the establishment of the 
Compensation Fund (see  AccouNt 
ancy, April, 1950, page 111), it isi 
the best interests of the Exchange that 
all firms and members trading on thet 
own account should have their annul 
accounts prepared by independet! 
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PROFESSOR J. M. WHITTAKER, F.R.s., M.A., D.SC. LORD PERCY OF NEWCASTLE 
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ice rulesfMaccountants. A new rule requiring this for eight years the universities and other classes of tenants is of the same 
ned thefffhas therefore been passed, subject to accountants have great appreciation. quality as that in these Acts. But it is 
ad beenfonfirmation on January 4, 1954. The first holder of the chairmanship, to be permanent instead of merely 
is may™\Members applying for re-election for whom Lord Percy succeeded, was temporary. Further, the Bill provides 
w manyi—i955-56 and later will have to declare Sir Arnold McNair, who is now _ that tenants of business and professional 
read agMthat they have abided by the new rule, President of the International Court premises shall enjoy the same privileges 
rords! #§hich is number 79a. It is notintended at The Hague. as shop tenants hitherto enjoyed and 
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hat balance sheets should either be 
tertified or be produced to the council. 


The Universities Scheme 
We have pleasure in reporting that at a 


The Joint Standing Committee is 
responsible for the approval of degree 
countries coming within the scheme, 
whereby a university degree and pro- 
fessional accountancy diploma can be 
obtained after an integrated course 


will continue to enjoy. 

As far as residential tenancies are 
concerned, the subject of Part I of the 
Bill, it appears that control will be 
extended only to tenancies for more 
than 21 years, at rents of less than 


1 StockMcent meeting of the Joint Standing Com- of study of 53 years, and for the general two-thirds of the rateable value, and of 
“nt pro- mittee of the Universities and the Accountancy supervision of the scheme. properties within the Rent Acts limits 
re theirf"ession, Professor J. M. Whittaker, of rateable values of £100 for London, 
e Stock MP*S., M.A., D.sc., Vice-Chanceller of and £75 elsewhere in England and 
conse University of Sheffield, was Leasehold Reform Wales. 
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COUNT 


‘ected chairman of the committee. 
€ was formerly Professor of Mathe- 


The new Landlord and Tenant Bill 
does not contain any startling pro- 


Residence on the premises by the 
tenant or his family will once more be 
made an essential factor. Such tenan- 


it is ingatics in the University of Liverpool. posals. In substance it elaborates the 

ige that His’ predecessor as chairman of two main underlying principles of the cies will continue automatically until 
on theitfmtte Joint Standing Committee was Leasehold Property (Temporary Pro- they are terminated in the special 
-annualfmord Percy (formerly Lord Eustace visions) Acts in that the security to be manner provided for. The law on 
pendent rercy) for whose service in the office afforded to residential tenants and to notices to quit is to be substantially 
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changed. Either the landlord or the 
tenant, when he is so minded, will be 
able to invoke the statutory procedure 
for termination, but the landlord will 
not be able to obtain possession in any 
event except on statutory grounds, 
which are substantially the same as 
those contained in the Rent Acts. A 
further ground, however, is added, 
namely, the proposed demolition or 
reconstruction of the premises by the 
landlord. 

Where the tenant is in default with 
his repairing covenants the landlord 
will be able to carry out “ initial ” 
repairs and recover their cost from the 
tenant, who, however, may discharge 
this liability by instalment payments. 

The control of shop, business, and 
professional tenancies, including tenan- 
cies of premises on which any activity 
is carried on by a corporate or unin- 
corporate body of persons, is provided 
for by Part II of the Bill. Agricultural 
and mining leases are excluded, but 
tenancies of off-licensed premises and 
certain on-licensed premises are pro- 
tected. Tenancies of the types covered, 
whether they are for a fixed term or are 
periodical tenancies, will automatically 
continue, unless either the landlord or 
the tenant serves notice to quit in the 
statutory manner, or the tenant, where 
the tenancy is for a term certain exceed- 
ing one year, makes a request for a new 
tenancy. Upon the service of such a 
notice or the making of such a request, 
the tenant is entitled to apply to the 
Court for a new tenancy. If the rate- 
able value is under £500, the County 
Court will have jurisdiction, otherwise 
application must be made to the High 
Court. The Court must grant an exten- 
sion, unless the landlord satisfies it of 
the existence of any of the grounds on 
which the grant may be refused. 
Among these grounds are breaches of 
the repairing covenants, repeated un- 
punctuality in the payment of rent, 
breaches as to user or management of 
the property, failure to exercise an 
option for a renewal, the offer of alter- 
native accommodation, the proposed 
demolition or reconstruction of the 
premises by the landlord, and occupa- 
tion by the landlord for the purposes 
of his business. 

The Bill provides that in certain 
circumstances a tenant who is pre- 
cluded from being granted an extension 
may receive compensation, but this in 
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no case may exceed twice the rateable 
value, a small sum in comparison with 
the substantial amounts which some 
tenants have recovered in the past 
under the Landlord and Tenant Act, 
1927. These new provisions will sup- 
plant the provisions of the Act of 1927 
on compensation for goodwill and new 
leases. 

Sections 1-3 of the Act of 1927, on 
improvements, are retained, but with 
some modifications, in Part III of the 
Bill. 

Numerous miscellaneous and supple- 
mentary provisions are contained in 
Part IV, which, inter alia, extends the 
operation both of the Leasehold Pro- 
perty (Repairs) Act of 1938, and of 
Section 84 of the Law of Property Act, 
1925, with regard to the discharge or 
modification of restrictive covenants, 
and enlarges the jurisdiction of the 
County Court in certain cases. 


Management Accounting for — 
Public Administration 


The application of the accounting 
techniques of budgetary control and 
standard costs, which are hall-marks 
of modern industrial management, to 
the field of public service, was the 
subject of a recent lecture given by Mr. 
Laurence W. Robson, F.c.A., F.C.W.A., 
before the Institute of Public Adminis- 
tration. The slice of the nation’s expen- 
diture controlled by public bodies be- 
comes ever larger; the application of 
these techniques in them is not only 
desirable, it is essential. Wastage and 
inefficiencies must be eliminated and 
emphasis placed on cost control. 
The main purpose of budgetary con- 
trol and standard costing, said Mr. 
Robson, is to establish yardsticks against 
which to measure costs and facilitate 
control, to stimulate cost consciousness 
in all grades of management and to 
encourage individual action to reduce 
costs. One common cause of ineffiency 
is bad organisation, where responsibili- 
ties are not clearly defined and the 
consequent overlapping of responsibili- 
ties leads to friction and managerial 
ineffectiveness. Before a system of 
budgetary control can be established 
responsibilities must be clearly defined 
and authority adequately delegated. 
Budgetary control, however, the 
lecturer continued, demands an entirely 


new outlook from those managers who 
have been content to produce annual 
estimates based on current expenditure 
plus something to cover increases jp 
wages and materials plus a “ cushion.” 
Budgetary control demands ihat each 
service shall be studied and its objec. 
tives, defined; that technicians and 
management shall get together and 
decide the best and most efficient 
methods by which these objectives can 
be met; that these decisions shall be 
evalued in terms of money and become 
the budget; that regular reports shall 
be produced showing how actual results 
compare with the budget and that effec. 
tive action shall be taken where 
departures from the plan are revealed, 
These changes in attitude must result 
in an increase in efficiency. 

The application of management 
accounting techniques to the field of 
public service will ensure that the 
nation gets value for money and will 
increase the effectiveness of these ser- 
vices, as can be seen from the records 
of those enlightened authorities who 
already make use of the techniques. 
The very heavy burden on the tax- 
payer makes it essential that every 
shilling shall be spent wisely and well, 
and budgetary control is a very effec- 
tive instrument to ensure maximum 
service for the minimum cost. 


British Transport Commission 


On .December 10 members of the 
panel of accountants appointed in 
relation to the acquisition of road 
haulage businesses under the Transport 
Act entertained Mr. Andrew Black, 
C.B.E., A.s.A.A., and his colleagues of the 
Acquisitions Division of the British 
Transport Commission at a dinner at the 
Charing Cross Hotel, London. The 
toast of “ The Acquisitions Division” 
was proposed by Mr. James Blakey, 
F.c.A., and supported by Sir Reginald 
Wilson, c.a., Comptroller of the British 
Transport Commission. Mr. Andrew 
Black replied on behalf of the Acqu- 
sitions Division. 

The dinner was held to mark the 
approaching termination of the work o! 
panel accountants and their appreci 
tion of the cordial relations which have 
existed between the Acquisitions Div 
sion and members of the profession 
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gaged in this work. It is indeed 
tighly gratifying that the experiment 
wnducted by the British Transport 
(Commission for the employing of 
professional firms of accountants on 
Government work during the national- 
sation phase proved so successful. 
js opportunity affords, it is to be 
joped that other branches of the 
Government will follow the precedent. 
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Collection of Published Accounts 


including private companies, to be kept 
at Incorporated Accountants’ Hall, 
yhere it would be available to members 
of the Society and research workers. 
Readers of ACCOUNTANCY are asked to 
co-operate in forming this collection by 
frwarding to the Secretary of the 
Incorporated Accountants’ Research 
Committee at Incorporated Account- 
ats’ Hall copies of any published 
accounts which may be available. 
Practising accountants will wish to seek 
the permission of their clients before for- 
warding accounts of private companies. 


Shorter Notes 


New President of the American 
Institute 

Mr. Arthur B. Foye, Certified Public 

Accountant, of New York City, was elected 

President of the American Institute of 


Mr. Foye, senior partner of 
Haskins and Sells, New York City, is 
president of the Far East-America Council 
of Commerce and Industry, the New York 
University Alumni Association and the 
Accountants Club of America. He has 
ven a member of the American Institute 
ince 1927 and was its vice-President in 
1951-52. He is a member of the Executive 
Committee and chairman of the Foreign 
Affairs Committee. 


Tax Representations 
The Association of British Chambers of Com- 
merce urges Mr. Butler to make the next 
Budget another incentive Budget. It asks 
“t tax reliefs in the following priority: 
lowering of the standard rate and reduced 
‘ates of income tax; reduction of purchase 
&; elimination of the contingent liability 
" profits tax through possible withdrawal 
ofnon-distribution relief; reduction in duty 


on petrol and oils; removal of the discrimi- 
nation in death duties against private com- 
panies; repayment of post-war credits on 
death at any age. This is an attractive list, 
but the Association may be spoiling the 
force of its representations by asking for too 
much. 


The Purchase Tax Problem Again 


Manufacturers’ associations have suggested 
to the Chancellor that a part of traders’ 
losses on stocks when purchase tax is 
lowered would be avoided if articles were 
individually marked with serial numbers 
and traders maintained a record of their 
disposal by the serial numbers. The scheme 
could apply only to goods that are individu- 
ally identifiable—cycles, refrigerators, tele- 
vision sets and so on—and traders in other 
goods have complained that it would be 
unfair to them. 


Shipping and Replacement Cuts 


In reply to arguments in the House of Lords 
that there was a case for calculating depreci- 
ation allowances on replacement costs in 
the shipping industry, even if in other indus- 
tries the basis continued to be historical 
costs, the Paymaster-General said that 


‘there could be no reduction while the Royal 


Commission was sitting. The Government 
considered shipping was not suffering from 
lack of finance. 


Financing Road Improvements 


The Government has announced a very 
modest programme of road improvements 
—an additional £15 million a year from the 
Road Fund, for 1957-58 and for a period of 
years after that. It is satisfactory that official 
thought is being given to the suggestion 
made by the Federation of British Industries 
(see Accountancy, December, 1953, page 
379) that part of the cost of a radical im- 
provement programme might be met by 
tolls, as is being done, most successfully, in 
the United States. 


Rating and Valuation Association 


Mr. Philip R. Bean, F.R.1.C.5., F.A.1., F-R.V.A., 
has been appointed President for 1953-54 
of the Rating and Valuation Association. Mr. 
Bean is a partner in Banks & Son, Surveyors, 
of Folkestone, and in Bean & Lockwood, 
Chartered Surveyors and Rating Valuers, 
of Westminster. He has also had wide 
experience of valuation work in the public 
service, and is the joint author of Rating 
Valuation Practice. 


Working Party on Hospital Costing 
We regret that in the Professional Note on 
page 376 of our last issue reporting the 
setting up of a working party to devise a 


system of hospital costing, we inadvertently 
omitted to state that Mr. F. S. Adams and 
Mr. E. A. Hall, who are among the Incor- 
porated Accountants appointed to the 
working party, are also members of the 
Institute of Municipal Treasurers and 
Accountants. Mr. I. G. Bonn, who is a 
member of that Institute, has also been 
appointed to the working party. 


Institute of General Managers 


The Institute of General Managers has been 
formed by managing directors and general 
managers. Those interested are invited to 
apply for further information to the Regis- 
trar, Institute of General Managers, 86 
Eccleston Square, London, S.W.1. 


New Chairman of Monopolies 
Commission 


The Board of Trade announce the accept- 
ance by Mr. David Arnold Scott Cairns, 
Q.c., of appointment as Chairman of the 
Monopolies and Restrictive Practices Com- 
mission. Mr. Cairns takes up this post 
on January 1, in succession to Sir 
Archibald Carter. Mr. Cairns was born in 
1902. He was called to the Bar by the 
Middle Temple in 1926, and took silk in 


1947. 


Gas and Replacement Values 


The British Gas Council made a net surplus of 
£2,272,631 to the end of last March, 
compared with £1,440,916 in 1951-52. 
Its capital employed is some £400 million, 
so that the net surplus is a mere 0-5 per cent. 
Moreover, Sir Harold Smith, the chairman, 
has said that if depreciation were computed 
on replacement costs, instead of historical 
costs, it would have been £18 million to 
£20 million more than the figure in the 
books (£8-8 million), giving a deficit of 
£16 million to £18 million last year. 
To cover such a deficit, an increase in the 
price of gas of 2d. a therm would have been 
necessary. 


Traffic Costing Service 


In 1951 the British Transport Commission 
successfully introduced a small-scale traffic 
costing service. ‘The Commission is expand- 
ing the service to meet the increasing 
demand for costing advice, especially on 
rates and charges under the new circum- 
stances created by the Transport Act, 1953. 
In addition to the existing headquarters in 
London and the offices in York and 
Glasgow, a costing team under a senior 
Traffic Costing Officer has been established 
at each of the railway regional headquarters 
in London. The teams will advise the 
railway regions and road haulage divisions 
on particular traffic costing problems, as 
well as helping to extend the field of study of 
rail and road operating costs generally. 
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Accounting for Changing Price Levels 


Two YEARS AGO, THE SOCIETY OF 
Incorporated Accountants announced 
that it was initiating an inquiry into the 
question of allowing in accounts for the 
increased costs of maintaining assets 
in inflationary conditions. Six months 
after that, the Institute of Chartered 
Accountants in England and Wales 
invited the main professional account- 
ancy bodies to consult with it on the 
same problem. Since then, discussions 
have taken place among representatives 
of the English Institute, the Institute of 
Chartered Accountants of Scotland, the 
Association of Certified and Corporate 
Accountants, and the Society. The 
growing ranks of members of the 
various bodies who have come to 
believe that it is insufficient to com- 
pute the depreciation of assets, 
whether fixed assets or stock, by 
reference to historical cost, had been 
encouraged by the widening of the 
Society’s inquiry into a joint inquiry. 
They hoped that the main accountancy 
bodies might agree upon a statement 
which would bestow respectability upon 
the alternative ‘‘ replacement cost” 
method of computation—many of them, 
indeed, hoped that the statement might 
lead, with the lapse of time necessary for 
the absorption by the profession of a new 
set of conventions, to the putting aside 
of the historical cost method. In the 
event, neither hope has been fulfilled. 
The four bodies have been unable to 
agree upon a joint pronouncement. 
The Scottish Institute, the Society and 
the Association were essentially in 
agreement on the problem that has 
exercised all four bodies for so long, but 
the English Institute was unable to 
subscribe to the opinions expressed by 
the other three. In consequence each 
of these three bodies issues with the 
New Year a statement setting out its 
own conclusions; comparison of these 
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three statements will show that the 
differences between them are on the 
more detailed points of procedure, not 
on the broad principles. For its part, 
the English Institute reaffirms that the 
conclusions expressed a year and a half 
ago in its Recommendation XV, called 
Accounting in Relation to Changes in the 
Purchasing Power of Money, stand un- 
altered. And they stand in striking 
contrast to the three statements now 
issued by the other bodies. 

The statement of the Society of 
Incorporated Accountants is given on 
pages 7 and 8 of this issue of 
AccounTANCy. It seems to us a work- 
manlike document. It does not take 
up the position that only accounting 
on the basis of replacement cost is 
permissible. If for no other reason, it 
would be quite unrealistic to take up 
any such position where the English 
Institute recommends, via Recommend- 
ation XV, that accounting on the basis 
of historical cost should be the norm. 
The Society goes no farther than to 
affirm that accounts prepared by refer- 
ence to replacement cost, on what it 
terms the “ new conventions,” should 
be regarded as an acceptable alterna- 
tive to those prepared by reference to 
historical cost. In appropriate cases, it 
states—the judgment on appropriateness 
being left to the individual accountant, 
who will be aware of the full cir- 
cumstances—the alternative method of 
accounting should be encouraged. The 
final decision on the method to be 
adopted will most frequently not be the 
accountant’s, nor will the ultimate 
responsibility be his—how often is it 
overlooked in ordinary discussion that 
the accounts of a company are pre- 
sented by the directors?—but he will 
usually be able to influence the decision. 
One feature of the Society’s statement 
is the importance it attaches to the base 


stock method of stock valuation ; the 
LIFO method is, however, considered 
an acceptable method, when the stated 
conditions necessary to make the hay 
stock method applicable are not preseny, 
It is noteworthy that, by its silence op 
the point, the Society does not give g 
blessing to revaluations of assets in the 
balance sheet to make them conform to 
changed price levels—it does, however. 
recognise that revaluations may occur 
**for any reason.” 


There is a _ welcome similarity 
between the general tenor of the state. 
ment of the Scottish Institute and that 
of the Society. The divergence of view 
among accountants on the subject of 
the new accounting conventions, says 
the Scottish Institute, largely stems 
from lack of evidence of their applica. 
tion in practice. What is now needed, 
it continues (with typical Scottish 
empiricism), is some accumulated ex- 
perience ; this the accountancy bodies 
should urge their members to promote, 
The Institute would “ welcome exper- 
ments by individual undertakings which 
have as their objective the presentation 
of accounts in which all items in 
the trading and profit and loss account 
are expressed in pounds sterling of the 
same purchasing power. . The 
importance of the problem varies a 
between one undertaking and another. 
What can or might be done should 
only be decided after very careful 
consideration of the facts of each 
particular case.” 


There has been a lull lately in the 
rising trend of prices: But let us not 
deceive ourselves into thinking that the 
problem of accounting in inflationary 
conditions has therefore become unin 
portant. 
recent history—goes to show that au 
inflationary situation will recur. It 
now behoves the accounting profession 
to start applying the new conventions, 
to acquire the practical experience 0! 
which the Scottish Institute speaks and 
to seek agreement among all the 
professional bodies if any opportunity 
affords in the future. And after agret 
ment among them all on the pro 
priety of the new conventions, there 
might be hope of securing the use 0! 
these conventions in tax assessments— 
but can there be any hope of thi 
before then ? 


All history—and, especially, § 
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The Accounting Implications of Changing Money 


Values 


—_ 


A Statement by the Council of the Society of Incorporated Accountants 


—_ 


MEETINGS OF REPRESENTATIVES OF 
the accountancy bodies have been 
held to consider the acknowledged 
jmitations on the significance of profits 
computed on the basis of “ historical 
cst” in periods of material changes 
in the purchasing power of money; 
but agreement has not been reached 
upon the manner in which these 
limitations can be overcome. 

The Council of the Society of 
Incorporated Accountants has given 
anxious consideration to this problem 
over the past few years and has come 
to the conclusion that these limitations 
are mainly concerned with the “ his- 
torical cost’? basis as applied to the 
depreciation of fixed assets and the 
valuation of stock and work in 
progress. 

The Council has noted the concern 

felt in many quarters about the harm- 
ful effects on the economy of profit 
measurements which disregard the im- 
plications of changing money values. 
Due note has also been taken of the 
demand which arises in many cases for 
the adoption of new _ conventions 
designed to promote a more realistic 
measurement of profit. 
_The Council therefore suggests to 
its members that encouragement should 
be given, in appropriate cases, to 
the wider use of new conventions 
in calculating the profit shown in 
financial accounts. When accounts 
are clearly stated to be prepared on this 
basis, they should be considered an 
acceptable alternative to those prepared 
on the basis of “ historical cost’. 

The following suggestions are de- 
signed to assist members in giving effect 
to the new conventions as and when 
required - 


1. Depreciation of Fixed Assets 


(2) Where, for any reason, the fixed 
assets of’. continuing business have been 


revalued, and the new values have been 
adopted as the book values, the charge 
for depreciation in the accounts issued 
subsequently should be based on the 
new values, and the effect of the change 
disclosed in the profit and loss account. 
The date, source and/or method of 
valuation should be disclosed in the 
balance sheet, as well as the amount 
allocated to each class of fixed asset. 


(6) Where it is practicable to arrive 
at the replacement values of the fixed 
assets in use by_a continuing business 
at’ the terminal date of accounts, 
the charge for depreciation in the 
accounts should be based on _ those 
values, and the method of valuation 
disclosed. The resulting adjustment 
to the depreciation charge based on 
the historical costs of the fixed assets 
in use should be disclosed in the profit 
and loss account and passed to a 
separate price change reserve for 
depreciation in the balance sheet. If 
the price change reserve for depre- 
ciation discloses a deficiency, it should 
be written off by means of a special 
appropriation of profit in the year 
in which it arises. 


(c) Where it is not practicable to arrive 
at the replacement values of the fixed 
assets in use by a continuing business 
at the terminal date of accounts, then 
the profit shown in the accounts 
might be accompanied by an indica- 
tion that the charge for depreciation is 
confined to an allocation of historical 
costs. 


(d) Any provision for deficiences in 
past depreciation charges brought about 
by subsequent rises in price levels 
should be met only by appropriations 
out of profits already determined, the 
principle being that each year’s revenue 
should be charged with depreciation 
at the price level relating to the year 
of account and no more. 


2. Stock and Work in Progress 


The valuation of stock and work in 
progress depends upon commercial 
practice and usage, and no one particu- 
lar method of valuation is necessarily 
appropriate to all businesses. The 
method of valuation used should be 
subject to the following conditions: 


(a) it should be used consistently; 

(6) it should be appropriate to the 
business; and 

(c) it should result in disclosing 
realistic profits in relation to the 
objectives of the business. 


There are various methods of valua- 
tion, but these can be summarised 
shortly as: 


** Cost or market”? method or variations 
of it (this method is so well known that 
there is no need for further comment); 

** Base stock ’’ method or variations of it: 
Where base, standard or normal 
quantities of raw materials, partly 
finished and finished goods are essential 
to the continuation of a business, they 
should be regarded in the light of 
fixed commitments of capital if they 
are considerable and satisfy the following 
conditions: 


(1) the normal quantities of raw 
materials and partly finished goods 
are reasonably uniform and constant 
in relation to prescribed levels of 
output; 

(2) the raw material prices are 
only subject to fluctuations beyond 
the contro) of the management; 

(3) the normal quantities of 
finished goods are reasonably uniform 
and constant having regard to custo- 
mers’ usual and regular require- 
ments. 

Accordingly: 

(i) Where it is practicable to arrive 
at the replacement values of such 
base stocks of raw materials, partly 
finished and finished goods at the 


7 


ee 
= 
es 
| a ae 
| ee | 
A 


terminal date of accounts, those 
values should be adopted and dis- 
closed in the accounts, unless, in 
fact, the originating costs of the base 
stocks have been dealt with by 
debits to a separate fixed asset 
account for base stocks so disclosed 
in the balance sheet. Where the 
opening and closing values of the base 
stocks are brought to account in the 
profit and loss account the difference 
between them should be debited or 
credited to that account, as the case 
may require, and passed to a separate 
price change reserve for base stocks 
in the balance sheet. 

If the price change reserve for 
base stocks discloses a deficiency, 
it should be written off by means of a 
special appropriation of profit in the 
year in which it arises. 


(ii) Stocks of raw materials, partly 
finished and finished goods in excess 
of base quantities should normally 
be valued at cost or lower market 
value or such other basis of valuation 
as may be deemed appropriate in 
special cases. Both the amount of 
the excess and the basis of valuation 
adopted should be disclosed in the 
accounts. The effect on profits of any 
change in the basis of this valuation 
should be separately disclosed in the 
profit and loss account. 


(iii) Where it is not practicable 
to arrive at the replacement values 
of base stocks of raw materials, partly 
finished and finished goods, the basis 
of valuation of total stocks, as adopted 
in the accounts, should be disclosed. 
The effect on profits of any change 
in the basis of this valuation should 
be separately disclosed in the profit 
and loss account. 


It is recognised that the base stock 
method will not be appropriate in 
all cases because of the conditions 
imposed at 2(1), (2) and (3). It is 
suggested, however, that the LIFO 
method, which is related to the base 
stock method, should be regarded 
as one of the general methods for the 
calculation of inventory costs open 
to choice in this country. 


(iv) In so far as price gains on base 
stocks have been taken into profits 
in past accounts, they should only 
be nullified in present accounts, 
if at all, by appropriations out of 
profits. 


3. Some suggested means of arriving at 
replacement values 


Fixed Assets 

(a) Where plant and equipment 
registers have been kept, it should be 
possible to ascertain the date of pur- 
chase, the cost, the name of the 
manufacturer or supplier and such like 
details for each type of asset. 


(i) If an indication of the replace- 
ment cost of each type of asset were 
ascertainable from manufacturers or 
suppliers, it could be used, though it 
might be necessary to discount the 
replacement cost of some improved 
types of plant and equipment by an 
estimate of the value of the improve- 
ment. 


(ii) The change in replacement 
values could be measured—and this 
is likely to be the basis most com- 
monly adopted—by applying to the 
historical cost of each _ type 
or group of assets an internal or 
external price index appropriate 
to the change in values between 
the year of purchase and the year 
of account. The development of 
external price indices for general 
application needs further attention. 


(6) Where plant and equipment 
registers have not been kept, they should 
be brought into use as-soon as possible 
so that eventually the procedure in 
(a) can be followed. As a compromise 
for the time being a price index might 


be applied to book values or an actya| 
valuation might be compared with 
book values, on the basis of an 
estimated average life for cach group 
of assets. 

(c) Where, owing to the progres 
of invention and design, new plant 
capable of giving an output equivalent 
to that of the existing plant can bp 
purchased for a sum materially leg 
than the present-day “like-for-like ” re. 
placement cost of the existing plant, it 
would seem appropriate to provide only 
the smaller sum, on the footing that 
the underlying motive is to maintain 
earning power by maintaining pro. 
ductive capacity. 


Base stocks 


-An indication of the replacement 
cost of base stocks of raw materiak 
should be ascertainable by reference 
either to the most recent prices 
paid for the materials or to current 
quotations. A valuation of base stock 
of partly finished and finished good 
should be ascertainable by reference to 
the raw material prices as above, 
and the conversion costs of manufacture 
at the terminal date of accounts 
Selling expenses should be excluded 
from the conversion costs. Where there 
are no manufacturing processes the 
replacement cost of base stocks of goods 
held for resale should be ascertainable 
by reference either to the most recent 
prices paid for the goods or to current 
quotations. 


with this issue of ACCOUNTANCY. 


Herts. 


remittance. 
twelve parts and the index. 
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BINDING OF VOLUME 64 


The index to Volume 64 (January-December, 1953) is enclosed 


A grey binding case with white lettering will again be obtainable 
from T. Whittingham & Co., Ltd., Pixmore Avenue, Letchworth, 
They will bind subscribers’ copies at a charge of 15s., oF 
supply the binding case at 5s., post free. 
direct to T. Whittingham & Co., Ltd., with the appropriate 
Orders for binding should be accompanied by the 
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‘Take Over ’’ Bids 


By S. D. TEMKIN, s.a., LL.B. 


\ NEW FORM OF FINANCIAL ACTIVITY, WHICH RESPONDS TO 
the distorted conditions of the post-war economy, is the 
“take over’ bid. After a short lull fresh interest in this 
feld has recently become evident. Altogether millions of 
pounds have changed hands and some speculators have 
made large sums, while others have lost them, in the 
fuctuations in the stock markets. Some inconsiderable 
benefit has also accrued to the Exchequer for the extra 
shillings collected as search fees at the Companies Registry 
on behalf of financiers to whom the scrutinising of company 
records, with a view to a possible acquisition, has become 
a whole-time occupation ! 

A “take over’ bid is in essence an offer made to the 
generality of owners of shares in a company to buy their 
holdings at a price sufficiently above the current Stock 
Exchange level to make it attractive to them to sell. Such an 
offer is made by the prospective purchasers in order that 
they can obtain complete control of the company; therefore 
the bid is usually conditional upon go per cent. of the shares 
being sold in response to the offer, since, if the new holders 
secure that proportion, they may, in certain circumstances, 
be in a position to buy out the remaining 10 per cent. 
compulsorily. It will be apparent that these transactions 
are not effected through the medium of the Stock Exchange 
and that directors need not be willing parties. 

The lament has been heard that bidders have gone to the 
length, in order to gain their ends, of giving the shareholders 
a better deal than they could have obtained by selling 
on the market. The outsider, unversed in the mysteries 
or the ethics of high finance, may shrug his shoulders; 
but it remains a mystery to him why, if Stock Exchange 
prices represent economic values as seen by hard-headed 
men of business, equally hard-headed men should be 
willing to throw in a not inconsiderable extra. To take one 
recent example, shares which in 1952 had fluctuated 
between 17s, and 19s. 6d. were “ taken over” in April 
of this year at 42s. 6d. 

The factors responsible for this outburst of “ generosity ” 
are not particularly complex, but they require disentangling. 
The first is the existence of unenterprising Boards of direc- 
ors to whom the accumulation of reserves is more satisfying 
than the effective deployment of resources. In his War 
Memoirs Lloyd George refers to the “curious vanity ” 
of certain French generals during the First World War 
which “ impelled them to build up pyramids of excessive 
ammunition, the sight and record of which gave great 
Pleasure io Parliamentary Committees which love to feast 
0 statistics.’’ As in war so in business, reserves are essential 
—Wwhether it be to renew plant in times of inflation or to 
tide over lean years in times of depression—and_ the 
Government’s appeals for dividend limitation have rein- 
forced the ordinary processes. But the prudent strengthening 


of liquid reserves, on which company chairmen are apt to 
dwell in their annual statements, may be a mask for lack 
of enterprise, or may derive from the financial interests 
of the directors alone. Whatever the reason, it can turn the 
company into a nice plump sitting bird. 

In connection with directors’ interests allusion may be 
made to the second factor, namely, the incidence of income 
tax, which may make a Board of directors prefer to keep 
dividends at a low level. Tax slices any dividend almost in 
half, and the sur-tax payer can count on an even bigger 
deduction. Pro tanto there is an added attraction in a capital 
profit because it does not bear tax. To sell a share bought 
at £1 for 25s. involves a clear gain of 25 per cent.; to pay 
an extra 5s. by way of dividend leaves only 2s. gd. after 
deduction of income tax, and even less to the sur-tax 
payer. The directors may well have special personal 
reasons for being unwilling to collect extra dividends, and 
Stock Exchange levels are largely determined by dividend 
rates. The purchasers in a “ take over ” bid make a shrewd 
calculation of the value of the company’s capital assets and 
offer to buy at a tempting margin above the Stock Exchange 
price, which gives many shareholders a capital profit and 
all of them the feeling that they are being handsomely 
treated. 

Here we come to a third factor. Those mentioned earlier, 
together with the fall in the value of money, may mean 
that, contrary to all accepted notions, a business may be 
worth more dead than alive. Fixed assets, especially land 
or buildings purchased before the war, may well appear in 
a company’s balance sheet at cost or written-down values 
which bear no relation to the price they would fetch in 
the open market at the present day. Thus, the chairman 
of Debenhams recently revealed that freehold property 
standing in the balance sheet at £16,000,000 was insured 
for £31,000,000. The bidder usually has good reason 
to believe that he could turn such assets to much better 
financial account than is being done by the company’s 
management. For this reason, and because either by sale or 
by mortgage money can easily be raised on real property, 
companies having assets in this form are a favoured prize 
for the bidders. 

Last among the relevant factors is a slight change in 
company law made by Parliament in 1947. Formerly 
directors could entrench themselves either by service 
agreements or by provisions in the company’s Articles of 
Association. Now, notwithstanding anything in the articles 
or in any agreement, a director is removable by a simple 
majority of votes at a shareholders’ meeting (Companies 
Act, 1948, Section 184(1)). Thus, the purchasers of a 
majority holding who have in mind a quick deal with the 
company’s properties can immediately put in a Board of 
their own choosing and make their control effective. They 


9 


7 nel 
; 
1 
osed . 
able 
rth, 
., or | 
sent 
‘ate 
the : 
- 
s 
D i 


may be under a liability, or find it politic, to compensate 
the existing directors for loss of office, but the latter’s powers 
of resistance when a take over is mooted are obviously 
weakened as compared with the days when the Board 
could not be ousted for months or even years. 

This spate of activity has called forth various expressions 
of opinion. Directorates that have been used to long periods 
of undisturbed control in businesses in which their personal 
stake is small are apt to be aghast, and certainly there has 
been some unfortunate diversion from the main task of 
directing the ordinary business affairs of companies that 
are involved in—or may in future be involved in—these 
financial operations. But there is a substantial measure of 
opinion that, even if there is some disturbance in manage- 
ment, changes in control and, still more, the knowledge 
among directors that they can be ousted, should produce 
a greater sense of responsibility towards shareholders. 

Less wholesome is the rumour-mongering and the Stock 
Exchange speculation of which it is a part. The rumour 
of a take over has only to start for an upward movement 
in the shares to begin. Thus, on the strength of such rumours 
shares in Savoy Hotel Lid. jumped to 50s. after a 1953 
** low ” of 26s. 6d. And when the directors of that company 
put out a “cloak and dagger” statement which pointed 
to Mr. Charles Clore as having made overtures on a French 
racecourse and to all the evils that would flow from 
unsettling established management, the Stock Exchange 
added its own commentary by adding a few more shillings 
to the price. Whether, and to what extent, and in whose 
interests, rumours may ever have been “ planted” are 
questions which obviously suggest themselves, but equally 
obviously no answers are ever likely to be forthcoming. 
Apart from their relationship to transactions in particular 
shares, rumours may be fed just because they unsettle 
business and therefore are useful as part of a “ softening up ”’ 
process. 

Another unsatisfactory circumstance is that where for 
one reason or another balance sheet values are considerably 
below current prices “‘ insiders” who are in possession of 
information which is not disclosed to the generality of share- 
holders may be able to obtain an unfair advantage over 
them. Lastly, although in some cases “ bidders ”’ desire 
to develop assets to better advantage than is possible under 
existing management, in other cases their aim is a quick 
capital profit, and this may result in a long-established 
business being “ milked ” of its resources and thus deprived 
of trading potentjalities. Such a profit may, of course, be 
taken under a capital profits distribution clause in the 
Articles. In this connection a point which may arise is the 
possible contravention of Section 54 of the Companies 
Act, which prohibits a company from giving financial 
assistance for the purchase of its own shares. It is not 
difficult to visualise a situation in which the “ bidders ” 
looked to being able to repay money borrowed to enable 
them to buy up the shares and take over control by means 
of a quick capital distribution or, where that is not possible, 
by a loan from the company’s resources. When these 
transactions are planned it is doubtless the case that all 
possible care is taken to avoid a contravention of Section 54, 
but one remains unsure whether the penalty for a breach— 
namely, a fine of £100—holds any very great terrors 
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for many of those involved, especially as these things usually 
come to light only if there is an insolvency. Here jg , 
long-term danger of the present occurrences. Not only are 
unorganised shareholders placed at a disadvantive, but . 
business may be ruined through being drained of the 
reserves on which in hard times its existence may depend, 
Likewise, the device of leasing back to the company 
property which it sells for the sake of a quick capital profit 
may burden it with an insupportable annual charge based 
upon inflated real estate prices. On the other hand. 
it will often be in the interests of a company to sell and 
lease back its property, especially if it is in need of finance 
(see also the Professional Note on page 2 of this issue of 
ACCOUNTANCY). 

A main question which all this poses for the accountant 
is whether the unwelcome aspects of “‘ take over ”’ bids do 
not place him on warning to advocate and carry through 
revaluations of fixed assets so that their book values would 
correspond more realistically to actual values than they do 
at present in the generality of instances. There also exist 
other arguments for such revaluations, but they would bring 
the major advantage that “ take over ”’ bids would be dis- 
couraged. The rise in quoted share values which would 
follow the writing up of assets and the creation of capital 
reserves (or new stock) would, no doubt, not be free from 


speculative activity on the exchanges and if revaluations na 
were widespread, the resultant wholesale increases in J agi 
share valuations would possess some undesirable features. &§ tre: 
But, ignoring other reasons which may be advanced for & aco 
revaluing fixed assets, letting the shareholder or potential § mat 
shareholder know what his fixed assets are worth on a more ff ‘ho 
or less realistic valuation would often be a method of fj ‘# 
diverting the interest of the “ take over ’’ bidder. bec 
The affairs of Savoy Hotel Lid., the dust raised by which a 
is now settling, and which are the subject of a Professional § 
Note on page 1 of this issue, point to another aspect of exp 
the duty owed to shareholders and emphasise that directors Jf do: 
should think of themselves as agents of the company & the 
rather than as independent self-perpetuating operators. trat 
A 
Rev 
Results of the Back Duty Drive allo 
There were 9,836 settlements for a total of £11 million 7 
from investigations completed by the Inland Revenue in rv 
the financial year 1952-53. These settlements included 262, & 
for £2°8 million, following investigation by the special & was 
branch of important cases involving fraud, and 5,955, for & furt 
£2°1 million, effected by local Inspectors under the modified J} dec 
procedure for back duty settlements of small traders. In § int 
addition, there were 136,188 cases of back duty on untaxed val 
interest and allowances, and on these total charges of £54 the 
million were raised; the number of cases and the total - 
charges rose greatly last year because of the returns obtained a 
from banks, savings banks and others of untaxed interest 7 
To March 31, 1953, about 1,200,000 such returns had been 


made, about half of them by the Post Office Savings 
Bank, and they brought to light some 330,000 cases of under- 
assessment or non-assessment. 

These statistics are given in the Revenue Departments 
Appropriation Accounts, 1952-53 (Her Maijesty’s Stationery 
Office, price 1s. gd. net.) 
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Valuation of Private Company 
Shares for Estate Duty 


[ConTRIBUTED] 


THE VEXED QUESTION OF THE VALUATION OF 
dares in a private company for estate duty 

was elucidated in the case of Jn re 
Holt in which Mr. Justice Danckwerts gave 
judgment on November 25, 1953, allowing 
the appeal of the trustees of a settlement 
against the valuation of the Inland Revenue 
Commissioners. It appears from the judg- 
ment that there is no final answer to this 
question of valuation capable of being 
applied by rule of thumb to any particular 
private company. Mr. Justice Danckwerts 
decided the case before him by making what 
he called “‘ the most intelligent guess which 
he could.” A great deal of intelligence and 
ingenuity was put into the case by the 
witnesses on both sides in attempting to 
reach a reasonable method of valuation and, 
as the Judge said, he could not have 
approached his task without their valuable 
assistance. It is clear from the whole legal 
treatment of this case that the opinion of 
accountants and other experts is very 
material in arriving at a valuation, even 
though in the last analysis the actual 
valuation figure can be described as a guess 
because there is no market price or real 
market at all for the shares. For this reason 
it will be of interest to consider the various 
methods of valuation put forward by the 
expert witnesses. These respective methods 
do not fully appear from the judgment but 
the writer has been able to consider the full 
transcript of the evidence. 

Although the appeal against the Inland 
Revenue Commissioners’ valuation was 
allowed with costs the petitioners’ own 
valuation was not upheld. The Estate 
Duty Office had originally mentioned a 
figure of 60s. a share but the figure 
formally determined by the Commissioners 
was 34s. a share. After having obtained 
further expert advice the Commissioners 
decided to contend at the hearing of the case 
in the High Court that the shares should be 
valued at 25s. each. The figures given by 
the petitioners started at 11s. 3d. and rose to 
178. 2d. After a ten-day hearing in Court 
Mr. Justice Danckwerts held that the shares 
should be valued at 19s. a share. 
= shares in question were 43,698 
“rdinary shares each of £1 nominal value 

"I a private company the capital of which 
was £1,150,000, divided into 150,000 
Preference shares and 1,000,000 Ordinary 
shares, of which 139,140 Preference and 
697,680 Ordinary shares had been issued. 
The 43,98 shares—which, it will be seen, 


were a minority holding—were settled by 
voluntary settlement on a member of the 
Holt family, which started the company 
and still fully controlled it. The settlement 
was dated January 7, 1947, and the settlor 
died on March 11, 1948, with the result 
that estate duty became payable on his 
death by Section 2 (1) (c) of the Finance 
Act, 1894, on the principal value of the 
shares. The articles of the company 
contained restrictions on the transfer of the 
shares, their essential feature being that 
unfettered transfer to non-members was 
prohibited as long as a member or person 
approved by the directors was willing to 
purchase the shares at a fair value. The 
directors were given a general power to 
réfuse to register a transfer. By Section 
7 (5) of the Finance Act, 1894, the principal 
value of any property for estate duty pur- 
poses is “to be the price which... such 
property would fetch if sold in the open 
market at the time of the death of the 
deceased.”” There was no quotation for any 
of the company’s shares on the Stock 
Exchange and they were all held by mem- 
bers of the family or in family trusts. 

The principles on which shares in a 
private company are to be valued for the 
purposes of estate duty was settled by the 
House of Lords in Inland Revenue Com- 
missioners v. Crossman (1937, A.C. 26). In 
this case it was decided (by a majority of 
three to two) that the fact that a shareholder 
might be compelled by thé articles of a 
company to sell the shares at a “ fair 
value,” ascertained in accordance with the 
articles, and that the directors might have 
power under the articles to refuse to 
register a transfer, had to be ignored. None 
the less it has to be assumed that a pur- 
chaser would be bound by the company’s 
articles once he was on the register of 
members. 

As Danckwerts, J., indicated, the problem 
to be decided was purely hypothetical. The 
kind of investor who would purchase shares 
in a private company of this kind, in 
circumstances which precluded him from 
disposing of his shares freely, would be 
different from any common purchaser of 
shares on the Stock Exchange; he would be 
an exceptional kind of investor who had 
some special reason for putting his money 
into shares of this kind. In view of the 
nature of the problem, the whole back- 
ground, policy and prospects of the company 
were material factors to be taken into 


account before any detailed system of 
evaluation was applied to the relevant data. 


Arguments for a Lower Valuation 


Some of the facts on which these arguments 

were based were as follows. The company 

was incorporated in 1897 to take over a 

business formed in 1867 by John Holt with 

the assistance of two brothers for trading in 

West Africa. The company also owned 

ships; in 1869 the firm had a 65-ton 

schooner, and in the relevant period the 

company owned five cargo ships with 

accommodation for passengers. During 

the material period, as earlier, there was a 

strong desire in the family to retain control 

of the company and the Ordinary shares. 

The company did, however, become a 

public company in 1950, in connection with 

an issue to the public of Preference shares. 

Only Preference shares were issued to the 

public and, of course, the hypothetical 

purchaser in 1948 would have known 

nothing of these actual facts. At the first 

annual general meeting of the company the 

policy was adopted and was subsequently 

maintzined of “ making provision in the 

good years for the bad ones which must 

inevitably follow sooner or later.” The 

company was one of the few concerns 
trading in West Africa which survived the 
slump period following the first world war 
and the depression in the ‘thirties. The 
fortunes of the company fluctuated widely. . 
After great prosperity during the 1914-18 
war, it felt the force of the depression of 
1920-21 and from then until the second 
world war its profits were on a modest 
scale. Since 1921 at least, its policy had 
been to limit its distributions on the Ordin- 
ary shares to 5 per cent. less tax and to 
build up reserves by accumulating surplus 
profits. A capital bonus of 1} per cent. paid 

in February 1948, was exceptional. During 

the last war the-earnings were very large 

but the greater part went in Excess Profits 

Tax. 

The petitioners stressed that a purchaser 
would be concerned with the dividends that 
he was likely to receive. The company had 
not paid more than 5 per cent. since 1920, 
it being the directors’ intention to keep the 
dividends at this limit. Heavy losses would 
be incurred should commodity prices fall, 
as they did after the war of 1914-18. The 
surplus profits were largely locked up in 
increased stock at increased prices, and in 
increased debtors. There were heavy 
commitments for replacement of steamers 
and trade fixtures. Nationalistic tendencies 
were prejudicial to the company’s trading 
and to the value of its shares. Just before 
the deceased’s death there was considerable 
unrest in West Africa. There was said to 
have been an appreciable fall in the market 
quotations for shares of companies trading 
in that area. The company had very large 
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overdrafts and other liabilities. An instance 
was taken of a different company which 
showed very large earnings on its Ordinary 
capital, with relatively small dividends, 
and its shares had been quoted to show a 
normal yield. 

The petitioners’ company was showing 
profits of some £1,000,000 in 1947 and the 
Ordinary dividends amounted only to some 
£35,000 gross, but current liabilities were 
great. It was argued that a prospective 
purchaser would pay attention to the ratio 
of current assets to current liabilities, and 
that an acceptable ratio between current 
assets and current liabilities was 2 to 1. 
On such a ratio, the company’s financial 
position was not so favourable as it might 
otherwise appear. 


Method of Lower Valuation 


Before the case was opened in court Mr. 
H. T. Nicholson, F.c.A., had been putting 
forward on behalf of the petitioners a value 
of 15s. or 16s. a share, against the Estate 
Duty Office figure of 60s. Mr. Nicholson’s 
valuation was based on the yield of 5 per 
cent. shown by the Actuaries’ Investment 
Index, less 20 per cent. or 25 per cent. for 
unmarketability. 

Mr. H. A. Benson, F.c.a., giving evidence 
on behalf of the petitioners, said that there 
was a well-recognised principle or practice 
in arriving at the value of a minority holding 
of shares in a private company unquoted on 
the Stock Exchange. All factors that 
affected quoted shares were taken into 
account, but basically the open market value 
of quoted shares was dependent on two 
factors, namely, the prospective dividend 
which the shareholders could expect to 
receive, and the yield on comparable 
shares of the same class. This was to exclude 
the exceptional circumstances that arise 
sometimes when an amalgamation or a 
winding-up was pending or when a bid 
had been made for the shares and the 
directors were under pressure for other 
reasons. “ Then what remains,” according 
to this witness, “ is to convert that price to 
an equivalent price for a private company 
whose shares afe not quoted and which are 
subject to restrictions on transfer.” He took 
the average yield, according to the Actuaries’ 
Investment Index, of 5-09 per cent. To this 
yield he added 14} per cent. because of 
unmarketability and restriction on transfer 
of shares contained in the articles. This gave 
a price of 15s. 2d., to which he added 1s. 6d. 
because of the long-term possibilities and 
6d. because of accrued dividends, resulting 
in a price of 17s. 2d. 

A member of a well-known firm of 
stockbrokers, having considered at what 
price he could have placed the shares on 
the market at the appropriate date in 1948, 

decided that this was 20s., from which he 
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deducted 20 per cent. because of unmarket- 
ability, etc., arriving at the figure of 16s. 
He added nothing for the dividend accrued. 
A member of an issuing house, a firm of 
merchant bankers, taking the Actuaries’ 
Investment Index yield of 5 per cent., 
decided that the dividend yield should be 
half as much again, giving 7} per cent., 
which produced a price of 13s. 4$d. He 
would have been prepared to go up to 
15S., giving a yield of 6°67 per cent., and he 
considered this a good price for the sellers. 

The chairman of United Africa Co., Ltd., 
who was also a director of Unilever, Lid., 
both companies which trade in the same 
area as the petitioners’ company, took the 
Actuaries’ Investment Index figure of 
4°89 per cent. for industrial, distributive 
and shipping holdings and decided that 
because of the nature of the trade and its 
various risks he would expect an additional 
yield of 1-25 per cent., making 6-14 per cent. 
To this he added one-third for restriction on 
transfer, unmarketability, etc., making 8-19 
per cent., which would give a price of 
12s. 2d. 


Arguments for a Higher Valuation 
The basis of the argument of the Inland 
Revenue Commissioners was that it was 
incorrect to assume that no one is prepared 
to buy an investment except for immediate 
yield. Purchasers frequently buy for reasons 
other than income. In particular, they are 
interested in possibilities of capital apprecia- 
tion and such possible buyers as sur-tax 
payers and investment trusts prefer an 
investment which holds out hope of 
appreciation to an investment which simply 
yields income. It was argued that the 
valuation of the shares should be directed 
to estimating what would be realised by a 
sale to a person who could take a long view. 
The dividends which the directors had 
decided to pay were, it was said, small in 
relation to the profits. There was the 
possibility of larger dividends. Quite apart 
from the fact that there were apparently 
no quoted shares with which comparison 
might fairly be made, quotations reflected 
chiefly the views of the ordinary investor 
(and in some cases the short-term speculator) 
and they could therefore afford no evidence 
of the price obtainable for the shares of the 
company in question. 

The balance sheet for September 30, 
1947, showed net assets amounting to about 
£2°5 million after allowing for Preference 
capital and £434,000 reserve for the next 
year’s income tax and this was equivalent 
to approximately £3 10s. per Ordinary 
share. The directors’ policy had been to 
limit the distributions to 5 per cent. but the 
company was earning net profits at a far 
greater rate than ever before; given a 
continuation of high profits, the directors 
might be led to pay more generous dividends. 


Further, the shares of the great majority of 
private companies the size of the })ctitionery 
had in the end come on to the Stog 
Exchange or the companies had bee 
amalgamated with other concerns; some of 
the influences which tended to produce thi 
result were apparent in the case of thi 
company and might have the same resy, 
It was an unusually large undertaking to by 
retained in a few hands in an unmarketable 
form and weight should be given to the 
possibility of operations at some time o; 
other to place the Ordinary capital or some 
part of it on the market. Although it could 
not be doubted that there would be fluctua. 
tions in the volume of trade and in pricg 
and profits, conditions in 1948 gave no 
reason for thinking that the bad years of 
1921 and 1922 would be likely to bk 
repeated. On the other hand, it would be 
unfair to value on the assumption that the 
profits would remain at their present level 
and allowance for this should be made. 


Method of Higher Valuation 


The first expert witness for the Com. 
missioners of Inland Revenue, Sir Harold 
Barton, F.c.A., took various circumstances 
into account, including the question of 
dividend yield, prospective dividend, eam- 
ings and the relationship of past dividends 
to earnings, management, the likelihood ol 
the company’s wanting fresh capital and 
the eventual marketing of the shares. He 
took a dividend yield of 3 per cent. and 
arrived at a price of 34s. However, after 
hearing evidence in Court about conditions 
of trade in West Africa and the resolve of 
the directors not to increase the dividend 
above 5 per cent., he decided that a 4 per 
cent. yield was correct, which gave a price 
of 25s. He did not rely on any formula for 
evaluating the factors. He thought that 
there would be buyers of the shares at thai 
price, such as sur-tax payers and investment 
trusts on the look-out for putting money into 
companies of this type. 

Mr. C. I. R. Hutton, c.a., valued the 
shares in two stages, corresponding to the 
fixed element and the contingent element. 


- He took the fixed element and regarded it as 


equivalent to a first-class 5 per cent. 
Preference share amply covered by capital 
and income; taking the Actuaries Investmen! 
Index at 5 per cent. and adding 1} per 
cent. for unmarketability, that brought 
the first part, the fixed element value, t 
18s. He then reduced this to 16s. 2d. on 
the assumption that a price agreed for 
probate of 6} per cent. Preference shares 
1946 was correct. This basic figure was no! 
very far removed from the 15s. 2d. pul’ 
forward by the petitioners: Then Mr. 
Hutton tried to assess the additional contin 
gent element. He calculated on the 
assumption that the dividend might be 
increased to 10 per cent., bearing in mil 
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that that would only cost the company 
gmething like £44,000 out of its total 
earnings. This would give an additional 
6s, 2d. but he deducted a quarter from the 
amount for delay and uncertainty, though 
pearing in mind the possibility of a public 
issue. This gave a value of 28s. 3d. On 
most careful consideration, he felt that the 
accountant witness for the petitioners had 
siven quite inadequate weight to the factors 
of the possibility of increased dividend and 
ihe possibility of capital appreciation on 
the flotation of the shares. 

Mr. T. A. Hamilton-Baynes, F.c.a., 
ysumed that the Ordinary shares of the 
company would be marketed sooner or later. 
He estimated the future profits, the future 
dividends and the appropriate dividend 
yield. On these factors he worked out that 
the shares would be worth £2 each if they 
had been quoted in 1948. He then took 
off 25 per cent. for the delay in obtaining 
a market and so made their value gos. 
This figure would give a purchaser a capital 
profit of 33 per cent. when the shares 
became marketable. 

A stockbroker also gave evidence on 
behalf of the Commissioners. He had the 
advantage of knowing the valuation placed 
on the shares by other people and he stated 
that his assessment was not strictly based on 
figures but on his “ general feel for the 
business.”” He thought in terms of 28s. or 
29s. but decided, after reference to the yield 
va shares on what he took to be a somewhat 
comparable company, that this figure should 
be reduced to 25s. 


The Court’s Valuation 

Mr. Justice Danckwerts, while agreeing that 
what he had to satisfy himself about was 
what would have been the price in the open 
market, held that it was not sufficient simply 
to produce witnesses who would honestly 
say that they would have given, says, 25s. a 
hare on the appropriate date. It was not so 
imple as that to reach a conclusion about 
the market price. He said in the course of 
the argument: 

That seems to be a most elusive and difficult 

conclusion to reach, but one has got to reach it. 
Some reach it by one route and others reach it 
by a different route. I: have got to try to see 
whether some routes are more sensible than 
others or whether any of them are plausible or 
none are, I suppose. 
His Lordship could not agree that because 
‘omebody in 1953 says he would have 
bought a share at a certain figure in 1948 if 
he had been able to get it, the Court was 
bound to accept that as a proper price in 
1948. His Lordship said that the process of 
reasoning might be 

They have all gone through certain processes 
of one sort or another while working out a value, 
but I have veached a value of so and so. Now as 
I have reached a value of so and so as the proper 
price im 1948, of course I would have been 
willing to buy the shares in 1948, as I regard this 


company as quite a good company. A fortiori, I 
would have been willing to buy at a smaller 
price in 1948. 

He thought that 

their mind is perhaps influenced by the processes 
through which it has gone, and it may be that if 
the process is wrong the result is wrong and 
that the deduction is wrong. 

The result was, according to Mr. Justice 
Danckwerts’ judgment in this case, that 
he had to enter into a dim world peopled by 
the indeterminate spirits of fictitious or 
unborn sales. It was necessary for him to 
assume the prophetic vision of a prospective 
purchaser at the moment of the death of the 
deceased, and firmly to reject the wisdom 
which might be provided by the knowledge 
of subsequent events. He had had the 
assistance of a number of experts who 
differed in their opinions, in the manner in 
which experts normally did, and the frankest 
of them admitted that certain of his calcula- 
tions were simply guesswork. No possible 
suggestion could be made against the 
honesty of these witnesses, but their method 
of calculation appeared to his Lordship 
inevitably to be uncertain and controversial. 
The problem to be decided, as he had 
already indicated, was purely hypothetical. 
The kind of investor who would purchase 
shares in a private company of the kind in 
question, in circumstances which precluded 
him from disposing of his shares freely, 
would be different from any common 
purchaser of shares on the Stock Exchange, 
but an exceptional kind of investor who had 
some special reason for putting his money 
into shares of that kind. 

In the judge’s view the evidence of the 
witnesses for the Inland Revenue was open 
to criticism in so far as it ignored or mini- 
mised unduly (as it seemed to him) the 
history of the company’s trading when it 
sustained heavy losses. He did not see how 
anyone considering the financial situation 
of the company could properly ignore the 
effects of inflation on the value of money 
and the way in which the creation of reserves 
had been handicapped by the enormous 
sums required to be taken from profits for 
taxation. These matters, as well as the 
fluctuating nature of West African trading, 
would, he thought, be likely to have a 
greater effect on the mind of the hypothetical 
purchaser than was admitted by the 
witnesses for the Commissioners. On the 
other hand, there might have been pressure 
by the family to increase the dividend, 
having regard to the ample earnings of the 
company. And a hypothetical purchaser 
might have thought that the company 
would be forced to raise further capital by 
an issue of Ordinary shares. It could be 
ruled out of consideration that neither of 
those events had in fact occurred. Danck- 
werts, J., thought that the petitioners’ 
witnesses had undervalued this element 


in estimating the price which the hypo- 
thetical purchaser might be willing to pay. 

Having considered the evidence and the 
various tables and the various comparisons 
with the prices of shares of other companies 
quoted on the Stock Exchange, and 
““making the most intelligent guess” 
which he could, he came to the conclusion 
that the shares if sold on the hypothetical 
open market would fetch a price of 19s. a 
share. 

** The intelligent guess ” approach is very 


' different from “* the general feel ” approach. 


The former is based on an estimation of 
valuations of experts and their reasons for 
making them. After such an estimation the 
field of pure guesswork is reduced but is still 
there. Before even the “ general feel” 
approach can begin it would seem that 
somebody must first mention a figure. 


A Tribunal ? 

It is unusual for a dispute on the valuation 
of shares to go to the High Court, and it is 
not, therefore, public knowledge whether 
differences between the valuation of the 
Estate Duty Office, on the one hand, and of 
professional advisers, on the other hand, are 
frequently as wide as in the Holt case. 
Many professional accountants can affirm, 
however, that they have in their own prac- 
tices cases with an extraordinarily wide 
divergence of valuations. They will be 
cheered by the result of the Holt case, but 
whether they can gain any general guidance, 
apart from interest (and amusement?), on 
methods of valuation from the evidence in 
this single case, which we have given very 
fully above, is perhaps open to some doubt. 
It is, indeed, highly desirable that there 
should be built up a corpus of doctrine on 
valuations—and it is one of the disadvan- 
tages of the infrequent resort to the High 
Court that this cannot now be amassed. 
For this reason alone, there should be an 
easier form of appeal against the valuations 
of the Estate Duty Office than is at present 
provided by the law. Reference to the 
High Court, now required of all cases over 
£10,000 if they are to be disputed, is too 
expensive, and unnecessary. Creation of a 
tribunal to hear disputes on valuations, as 
suggested by the Evershed Committee, 
would enable justic@ to be done by bringing 
to an end the situation in which a valuation 
of the Estate Duty Office, thought by 
professional advisers to an estate to be 
wrong, is eventually accepted, perhaps 
after protracted argument, to save the 
heavy expense of litigation. But it would 
also enable acceptable techniques and 
methods of valuation to be gradually 
evolved, and to be plain for all to see and 
consider, thus greatly easing the administra- 
tion both of the estate duty law and of 
estates. The absurdities of the Holt case 
could then hardly recur. 
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Schedule D and 


the Housing Bill 


Many landlords are complaining that the Government’s proposals for increasing controlled 


rents will involve them in additional income tax liability. In most instances, a 


“e 


repairs 


increase” under the Housing Repairs and Rents Bill now before Parliament will give rise to 

an assessment under Case VI of Schedule D. Our article shows how that extra liability may 

sometimes be reduced where a maintenance claim in respect of repairs is submitted to the 
Inspector of Taxes. 


[ConTRIBUTED] 


IT SEEMS LOGICAL TO PREFACE A REVIEW 
of the income tax implications of Clause 
18 of the new Housing Bill with a brief 
reference to a recent report on the cost 
of repairs. Entitled The Cost of House 
Maintenance (Her Majesty’s Stationery 
Office, 9d. net), this report is based on 
the findings of the Girdwood Com- 
mittee which was appointed “ to con- 
sider and report on the relationship of 
the present annual cost with that ruling 
in 1939 of maintaining house property 
in good tenantable repair, having 
regard to the relative cost of wages, 
materials, overheads, and rates of 
profit.” As a result of its research, the 
Committee found that, taking an index 
of 100 for the cost of house repairs in 
1939, the corresponding index in 1953 
is 316. In other words, the cost of 
repairs has more than trebled since 1939 
—an important date because it is 
generally accepted that money spent on 
repairs in that year was about equal to 
the statutory deduction given from the 
gross annual values for purposes of 
rating. Bearing in mind that the index 
of 316 takes no account of the increasing 
age of houses and the need to incur 
more expenditure on repairs to make 
good the deterioration of the war years, 
the suggestion that maintenance costs in 
England and Wales are now three times 
as great as they were in 1939 is un- 
doubtedly a very conservative estimate. 


‘* Repairs Increase ”’ 


It was with this increase in mind that 
the Ministry of Housing and Local 
Government introduced the Housing 
Repairs and Rents Bill to the House of 
Commons last November (see ACCOUNT- 
ancy, December, 1953, pages 375-6). 
By far the most controversial section of 


14 


the Bill is Part II which allows a land- 
lord to add a “ repairs increase ”’ to 
controlled rents provided that he has 
qualified for the increase by spending 
certain minimum sums on _ repairs. 
If Clause 18 authorising this increase 
becomes law, landlords will be able 
to claim an increase in rent equal to 
twice the statutory repairs deduction, 
provided that: 


(a) No rent will be allowed to rise to more 
than twice the existing gross annual 
value of the house; 

(6) The house must be in good general 
repair as respects both structure and 
decoration, and the landlord must be 
able to show that he has spent at least 
six times the statutory deduction 
appropriate to the house during a 
designated three-year period; or three 
times the statutory deduction spent 
during the twelve months just before 
he applies for the increase; and 
If the house is not put and kept in good 
repair the tenant will be able to apply 
to the local authority for a “ certificate 
of disrepair,’”’ possession of which will 
enable him to withhold the repairs 
increase until the house is repaired. 


Arguments are taking place over the 
merits of these conditions: it is as well 
to examine precisely what effect Clause 
18 is likely to have on an owner’s net 
income, taking into account the add- 
itional income tax payable on the 
increased rent. 

In the case of a controlled dwelling- 
house in the County of London the 
annual rent of which is at present £34, 
if the gross annual value for both 
rating and income tax purposes is £25, 
the maximum rent payable under 
Clause 18 is £50 (twice the gross value) 
calculated as follows: 


Present rent 


2 434 0 9 
Maximum 


——, 
£50 0 0 


. 


‘repairs increase ”’ 


. . i 
Prior to any increase, the assessments 
would be as follows: 
RATING 
Gross value 


oe tee £25 0 
Statutory deduction... ye : 


0 0 
——— 
--- £17 0 0 


_ 


Rateable value 


Income Tax 
Gross annual value for Sched- 
ule A ooo $2 0 
Deduct a , 
Statutory repairs allowance 
(Section 100, Income Tax 
Act, 1952) ... 6 5 0 


Net annual value --- £18 15 0 
Add 


Schedule D assessment on 


excess rent... 6 15 0 


Tax at gs. on +» £25 10 0 
The effect of increasing the present 
rent by the permitted maximum of £16 
per annum would be to alter the above 
Case VI assessment under Schedule D; 
by Section 175 of the Income Tax Act, 
1952, it would be revised on the 
following lines: 
Notional gross annual value for 
Schedule A (new rent) ... £50 0 0 
Deduct 


Statutory repairs allowance 10 0 0 


£40 0 0 


Less existing net annual value... 18 15 0 


Schedule D assessment on excess 
rent von fae 


Thus the net income out of which the 
owner can maintain the house in good 
tenantable repair is reduced by taxation 
as: follows: 


Present rent 
** Repairs increase ” 


5 0 


.. $34 0 0 
~-. os 


New rent 50 0 0 


Less 
Schedule A - £18 15 0 
Schedule D 21 rs) 


40 o at gs. 18 0 0 


Net Income ... ibe ... £32 0 0 
——— 


On the principle that a landlord 
who spends on repairs the whole of 
the increase in rent thus gains n0 
additional income, it seems unreason- 
able that his income tax liability should 
be higher by the rise from £6 15s: © 
£21 5s. in the Schedule D assessment 
on the excess rent. 
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The remedy may lie in the prepara- 
tion and submission to the Inspector of 
Taxes of a maintenance claim under 
Section 101 of the Income Tax Act, 
1952. ‘The “ repairs increase” of £16 
in the above example is conditional 
upon the owner spending £48 on repairs 
during a designated three-year period. 

If that average of £16 is representa- 
tive of earlier expenditure, the mainten- 
ance claim might be as follows: 


Year ending April 5, 1950... £16 0 Oo 
so ee. «a & 6 @ 


ss 693 1952 
» 9» 1953 eae °o Oo 
» 9» 1954 

years average ee wee 
Less: Statutory repairs (as notion- 

ally adjusted) ye 
Maintenance relief 1954-55 

Tax at gs. 


If, however, very little expenditure 
has been incurred in previous years, 
and the owner relies on the alternative 
qualification for a “ repairs increase ” 
(£24 in the last year), the following 
calculation shows that no maintenance 
claim would be competent: 


Year ending April 5, 1950 ... £7 
9 — 

5 

4 

24 


eooococo 


50 
5 years’ average an “a 
Less: Statutory repairs... — 


coo looooe 


Maintenance relief 1954-55 


Many variations of such a claim are 
likely to arise, both from irregular 
expenditure on repairs and from the 


Sir Thomas Keens 


house in question being one of a group 
managed as one estate. 

It may well be argued that the new 
proposals for increasing controlled rents 
on the basis that ** nothing goes into the 
landlord’s pocket ”’ fail to compensate 
the owner for the additional tax payable 
under Schedule D in respect of ** excess 
rents.” An owner will certainly have to 
spend considerably more than the 
permitted repairs increase before a 
maintenance claim under Section 101 
of the Income Tax Act, 1952, will 
relieve the increase in rent from tax. 

Not until the average annual expendi- 
ture on repairs, insurance and manage- 
ment is maintained at an amount equal 
to three times the statutory deduction 
(which is the level indicated by the 
Girdwood Report) will the relief from 
tax begin to equal the additional 
liability under Schedule D. 


WE HEARD WITH THE GREATEST REGRET, . 


as our last issue went to press, of the 
lamented death of Sir Thomas Keens, 
DL, F.S.AA.. J.P. (ACCOUNTANCY, 
December 1953, page 380). 

Sir Thomas died at his home at Luton 
on November 24, as the age of 83. 
He was the senior partner in the firm 
of Keens, Shay, Keens and Co., 
Incorporated Accountants, of Luton, 
Bedford, Leighton Buzzard, Hitchin 


and elsewhere, and was active in his 


partnership up to the time of his 
death. He was a Deputy Lieutenant 
of the County of Bedford and a Justice 
of the Peace. He also held the distinc- 
tion of being the Senior Past President 
of the-Society of Incorporated Accoun- 
tants. At the time of his death he was 
also President of the Incorporated 
Accountant’s Benevolent Fund. 

Born in 1870 at Luton, Thomas Keens 
was educated at a private school. He spent 


a short time in a solicitor’s office and then in 
the office of the Official Receiver in Bank- 
ruptcy of the London Suburban and 
Southern District. At the time of his becom- 
ing an Incorporated Accountant in 1901 he 
was in practice on his own account in Luton. 
He subsequently practised in London in 
partnership with another member of the 
Society, Mr. A. J. H. Shay, and the practice 
he had begun in 1894 continued rapidly 
to develop and expand. At the time of his 
death there were nine partners and numer- 
ous offices in Great Britain and abroad. 
In 1922, he was elected to the Council of 
the Society of Incorporated Accountants 
and in 1926 he achieved the highest office 
in the Society, becoming its President 
from then until 1929. His Presidency was 
particularly marked by the creation of 
the District Society scheme, a project which 
he initiated and carried through with great 
imagination and tireless energy and which 
has since become a modcl for many similar 
schemes in other professional bodies. 
Another landmark of his term as President 


was the acquisition by the Society of 
Incorporated Accountants’ Hall, which was 
opened by his late Majesty, King George VI, 
then His Royal Highness The Duke of York. 
Sir Thomas was indefatigable, throughout 
his long career, in the interests of the Society, 
brooking no opposition, from whatever 
quarter, to what he considered—with a 
keen sense of duty and a fine judgment—- 
to be best calculated to serve its growing 
membership. He travelled extensively on 
behalf of the Society—notably to the 
International Congresses on Accounting in 
Amsterdam in 1926 and in New York 
in 1929—and was a well-known figure 
and a frequent speaker at functions and con- 
ferences of the various professions. He 
became in 1930 the first President of the 
London and District Society of Incorporated 
Accountants. In 1943 he became President 
of the Incorporated Accountants’ Benevo- 
lent Fund. 

Before the opening of the present century. 
he began to take a growing interest in 
politics as a Liberal, in those days mainly 
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in local government in Luton and Bedford- 
shire. In 1go1 he was elected to the 
Bedfordshire County Council and he became 
an alderman in 1919, then being re-elected 
continuously until 1949. From 1935 until 
he resigned in 1952 he was chairman 
of the County Council, and he had also 
been chairman of its financial committee for 
many years. In 1922, he unsuccessfully 
contested the Aylesbury Parliamentary 
constituency as a Liberal, but in the next 
year he was elected. He lost his seat in the 
general election of 1924, and then in 1929 
again stood for Aylesbury without success. 
He lost the contest for the Pontypool 
constituency in 1931 and thereafter he 
did not again seek a seat in Parliament. 
He did not, however, entirely turn away 
from national politics. Losing his faith in 
free trade policies, he became a National 
Liberal and later a supporter of the United 
Liberal-Conservative cause. But his work 
in local government absorbed an increasing 
part of his time and energy, although 
he did not spare himself in his business and 
public work in a great many other directions. 
For long he had been responsible for 
attracting new industries to the developing 
town of Luton; he was elected a Fellow 
of the Chartered Institute of Secretaries 
in 1897; among numerous business 
interests was his chairmanship of the 
Ideal Building and Land Development Company 
and of Laporte Chemicals ; he was secretary 
of the Luton Chamber of Commerce 
from 1895 to 1923 and afterwards its 
honorary secretary and, in 1935, its Presi- 
dent ; for 21 years he was honorary secre- 
tary to the Association of Secretaries of 
British Chambers of Commerce and became 
its President; he was over two decades 
secretary of the South of England Hat 
Manufacturers’ Federation ; he gave con- 
spicuous service as Trustee of the London 
and Luton Bleachers’ and Dyers’ Associa- 
tion, which he had organised in 1914 ; 
he was appointed to advise the Crown on 
export and import restrictions at the end of 
World War One ; he had been chairman of 
the Leasehold Reform Association ; in 1945 
he became chairman of the Lee Conservancy 
Board and the Lee Catchment Board. 

In the New Year Honours of 1934, he 
received the honour of a Knighthood for 
political and public services. In 1952, the 
town of Luton, for which he had worked so 
hard and so successfully, accorded him 
the honour of the freedom of the borough, 
at an impressive ceremony. In the same 
year the Bedfordshire County Council pre- 
sented him with a resolution embossed on 
vellum recording appreciation of Sir 
Thomas’s “‘ long and wonderful service.” 
He had become Deputy Lieutenant of the 
County in 1931. 

He married in 1896 and Lady Keens 
was a constant support and helper in his 
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public work, much of which she shared 
with him in a more active sense. In 1944 
when Sir Thomas was chairman of the 
County Council, Lady Keens was elected 
as the first woman Mayor of Luton. There 
were two sons, Mr. Archibald Thomas 
Keens and Mr. Philip F. Keens, who 
were both Incorporated Accountants and 
partners in Keens, Shay, Keens and Co., 
and a daughter, now Mrs. Bernard Smart, 
of Dereham, Norfolk. Mr. Archibald 
Thomas Keens died in 1950. We extend 
our sympathy to Lady Keens, Mr. Philip F. 
Keens and Mrs. Smart in their great loss. 

Sir Thomas Keens will be remembered 
in particular for his great industry ; his 
determination to serve his strongly-held 
principles; his remarkable powers of 
exposition, especially in financial matters; 
his wisdom and keen judgment ; his far- 
sightedness in business, in affairs and in the 
accountancy profession. 


The funeral was held at Luton on 
November 28, when, in addition to Lady 
Keens, members of the family and many 
other friends, there were present Mr. 
E. Castleton Elliott, member of the Council 
of the Society of Incorporated Accountants, 
and Mrs. Elliott; Mr. C. V. Best, member 
of the Council of the Society, who also 
represented the Incorporated Accountants’ 
Lodge; Mr. H. Basil Sheasby, ™.BE., 
Chairman of the Incorporated Accountants’ 
London and District Society ; Mr. E. J. 
Frary, A.s.A.A., Chairman of the Luton 
Branch of the Incorporated Accountants 
Students’ Society of London ; and Mr. I. A. 
F. Craig, Secretary of the Society of Incor- 
porated Accountants. The funeral service 
took place at King Street Congregational 
Church, Luton—of which Sir Thomas had 
been one of the oldest members—and the 
Rev. H. L. Hensman officiated and gave an 
address. 
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Events Occurring Subsequent to the Balance Sheet 
Date’ 


A Study of Some Specific Cases 


By ALAN P. L. PREST 


| BELIEVE IT IS FREQUENTLY QUITE IMPRACTICABLE FOR THE 
dependent accountant to continue to apply any 
procedures up to the exact time at which the registration 
satement becomes effective. When the effective date is 
accelerated or unduly delayed, the independent accountant 
may receive no warning from the client or the client’s 
counsel of its approach. Furthermore, it is obviously im- 
practicable to hold senior staff members in readiness to 
wmplete the last minute procedures at the numerous im- 
portant locations of a highly decentralised company. 

It is my view that the independent accountant must 
recognise responsibility for the application of his opinion to 
the financial statements, in the form in which such state- 
ments actually become effective, but that the period of 
responsibility should be limited by a date known to and 
wider reasonable control of the independent accountant. 
Asa practical solution, although one that still has certain 
drawbacks, I would suggest that the period of responsibility 
sould terminate on the date that the independent 
accountant signs his last consent. 

The filing of an amendment after the effective date of 
the registration statement is not common, however, three 
instances of ** post-effective ”’ amendments were noted in 
this study and two of these involved pending lawsuits and 
had the effect of supplementing the litigation section of the 
prospectus. Obviously, the independent accountant would 
tot be charged with any responsibility for post-effective 
amendments of this nature. In the third case, the “ post- 
elective’ amendment consisted of certified year-end 
financial statements to supplement the unaudited interim 
statements and therefore the independent accountant was 
directly involved. 


Through what procedures were most of the 
subsequent events brought to the independent 
accountant’s attention ? 


Replies were received to the questionnaire in respect to 109 
ubsequent events with credit being given to 220 procedures 
for knowledge of such events. As I anticipated, many of 
* This is the concluding portion of the paper delivered by Mr. Prest 
we the annual meeting of the American Institute of Accountants, held 
atChicags in October. The first part appeared in our December issue, 
pages 382-54. We are reproducing it with the kind permission of the 
American {nstitute of Accountants. 


the replies indicated that more than one procedure brought 
about disclosure of the event. Based on the total number 
of accredited procedures, it can be said that 75 per 
cent. of the events were brought to light by the following 
three basic procedures. In eighty-two instances, they were 
disclosed by discussions with officials responsible for 
financial and accounting matters and, incidentally, the 
replies indicated that quite a wide variety of other company 
officials were also consulted in this connection. In fifty- 
seven instances, they were disclosed by reading minutes of 
meetings of stockholders, boards of directors or executive 
committees, and in twenty-seven instances, they were 
disclosed by reviewing company financial statements 
subsequent to the balance sheet date. 

The replies indicated that only twelve of the events, or 
roughly 5 per cent., were disclosed by reviewing the client’s 
books and most of these events dealt with the expansion or 
contraction of liabilities or capital structure. In ten of the 
twelve cases the replies indicated that more than one 
procedure had disclosed the event and, in each of the ten 
cases, reviewing the books was coupled with discussion 
with officials or reading minutes, or both. This might 
indicate that knowledge of the events was obtained by the 
latter procedures and that the books or particular accounts 
therein were resorted to for substantiation of the details of 
the event. 


What procedures are currently being followed by 
the independent accountant to ascertain the existence 
of subsequent events for an S-1 filing ? 


As previously indicated, the questionnaire included a 
list of certain procedures which were believed to be 
generally applicable in ascertaining subsequent events for 
an S-1 filing.t While a few of the independent accountants 
failed to reply and some responded in very broad terms, I 
believe a tabulation of the fifty-nine replies from sixteen of 
the twenty-four firms of independent accountants will be 


+ Form S-1 is the document usually submitted to the Securities and 
Exchange Commission for registering securities under the Securities 
Act of 1933 for sale in interstate commerce or through the mails. It 
consists of two parts. Part I contains information required in the 
prospectus; Part II contains other specified information not required in 
the prospectus. The form includes instructions as to the information to 
be given. 
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of interest. The procedures and their indicated utilisation 
by independent accountants are shown below: 
Percentage 
utilisation 
1. Reading the minutes of meetings of stockholders, 
board of directors or executive committees ... 100 
2. Discussing matters with: 
(a) Officials responsible for financial and 
accounting matters 
(6) Other officials of the company 
3. Reviewing the company’s financial statements 
subsequent to the balance sheet date... 
4. Obtaining representation letter from company’s 
officials ... ; 
5. Obtaining letter from company’s counsel con- 
cerning pending litigation, etc. 
6. Reviewing client’s books ... 
7. Undertaking other procedures ... se “ 30 


The independent accountants who indicated that they 
reviewed the client’s books were asked to be specific in this 
respect and it was noted that almost without exception 
they reviewed the general ledger, the subsidiary ledgers 
and the books of original entry. 

The obvious lack of consistency in the replies to the 
question of whether or not the independent accountant 
should review the books warrants further analysis. The 
replies from five of the larger accounting firms showed that 
one firm consistently reviewed the books, one firm 
consistently did not review the books and in the case of the 
remaining three firms, the practice was inconsistent between 
offices. The replies from the other firms, with two or less 
registration statements each, were about equally divided on 
this question. 

The inherent dangers of including a review of the books 
as a basic procedure are many and serious. First, it would 
immeasurably increase the responsibility of the indepen- 
dent accountant in the area of subsequent events; second, 
the investing public who are not members of our profession 
would not recognise the limited effectiveness of such a 
review and would not realise that its application in practice 
varies widely; third, its effectiveness would be dependent 
upon the prompt and complete posting of the books, and 
last, but by no means least, it would bring the limited 
review into the area of an audit made in accordance with 
generally accepted auditing standards which, in my opinion, 
is neither essential nor desirable for this purpose. 


I question very seriously that any material event which 
did not come to the independent accountant’s attention 
through a review of minutes, discussions with officials or a 
review of subsequent financial statements, would be 
discovered by anything less than a most thorough review of 
the records after the date of the financial statements. 
Furthermore, I do not believe that the client should bear 
the additional expense of such a review. After all, the 
events with which we are concerned are material events 
and in most cases a material event should be dealt with by 
board action and in all cases it should be known to the 
officials of the company. I therefore conclude that a review 
of the books should not be undertaken for the purpose of 
ascertaining the existence of subsequent events but should 
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only be utilised as a means of substantiating the descriptio, 
or effect of the event. 


Some of the independent accountants indicated tha 
they also analysed or reviewed specific accounts and 
several indicated that they agreed the subsequent financia] 
statements with the general ledger. Some accountants aly 
indicated that if subsequent financial statements were po} 
available they then reviewed the general ledger and othe 
records. 

The other procedures indicated by some of the replies to 
the questionnaire weve more in the nature of procedures 
dictated by the particular engagements. For example, 
with utility clients, the accountants reviewed depreciation, 
Court orders and regulatory commission orders. Our main 
concern, however, is the establishment of basic procedure 
that may reasonably be expected to be followed by 
independent accountants in order to develop the existence 
of subsequent events on any engagement. 


Before attempting to draw any conclusions from the 
questionnaires or express my own views on the best 
procedures to be followed let us consider another side of the 
question. What sort of statement is the independent 
accountant called upon to make on this phase of an 
engagement and by whom is it required? If there is no 
registration statement involved he is not generally required 
to make any statement on the subject; on the contrary, the 
independent accountant secures a representation from the 
management of, and counsel for, the company to the effect 
that no events have occurred since the balance sheet date 
which would have any material effect on the financial 
statements at that date. If any such events have occurred 
they should be set forth in the representation letter. 


The situation is somewhat different in the case of a 
registration statement involving underwriters responsible 
for the marketing of securities. They normally call fora 
letter signed by the independent accountant stating in 
substance that although he has not made an examination of 
financial statements for any ‘period subsequent to the 
audited balance sheet date, he has made a limited review 
covering such period. It bears reiterating that these limited 
reviews fall far short of an examination made in accordance 
with generally accepted auditing standards. 

We, therefore, as independent accountants are concerne( 
with the establishment of some general agreement as to the 
scope of a limited review so that our responsibility with 
respect to the post-balance sheet period will be recognised 
by the accounting and legal professions, the Securities and 
Exchange Commission and the financial community and 
will not be misunderstood by the investing public. It mus 
be recognised that the accounting profession can only set 
minimum standards and if the individual situation is such 
that other procedures are indicated, the decision as to the 
extent and application of the additional procedures rests, 4 
in the scope of a regular audit, with the independent 
accountant. 

I believe it is safe to conclude, and the replies to the 
questionnaire bear out, that a limited review should 
include the following basic procedures: 

1. Reading of all minutes of meetings of stockholders, Boards 
of directors, or executive committees. 
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2, Reviewing the company’s financial statements subsequent 


“Scription to the balance sheet date. 
», Discussing matters generally with officials responsible for 

ted thar sasisial and accounting matters. 
unts and 
financial] ff \s an adjunct to these basic procedures and to have a clear 
tants al Mrecord on the engagement I believe the independent 
Were not ff ,ccountant should secure the following: (1) a representation 
ind other ff etter from the company’s officials containing appropriate 

ference to subsequent events and (2) a letter from 
replies to company’s counsel concerning pending litigation. It may 
rocedures dso be desirable in certain instances to obtain a letter from 


ae secretary of the company stating that all minutes have 


example, : . , 

reciation, @aieen Written up and presented for inspection. 

Dur mainff Any or all of these basic procedures may very well 
rocedures {lM indicate that other procedures should be followed, other 
wed byl officers and key officials consulted, or certain accounts or 


auditing nature on the part of the independent accountant 
to ascertain that the company’s footnote relative to the 
event was complete and factual. However, the necessity for 
the disclosure of the subsequent event should have become 
apparent through one or more of the basic procedures. 

The additional procedures, which may be of the utmost 
importance in an individual engagement, are not, in my 
opinion, basic procedures to be undertaken on every 
engagement but more in the nature of supplementary steps 
which should be undertaken by the independent accountant, 
if in his judgment they are required. The strength, 
soundness and standing of the profession has for a great 
many years been based on the judgment of its members 
rather than the strict adherence to fixed procedures and I 
believe we should’ apply the same philosophy in our 
approach to the problem of subsequent events. 

In closing I would like to mention that a sub-committee of 
the committee on auditing procedures of the American 
Institute of Accountants currently has this subject under 
review and your thoughts on this problem, stimulated a 
little, I hope, by what I have said, will be most helpful to 
the committee in preparing a pronouncement on. this 
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ating in cated by Mr. Colin Clark, the Director old-fashioned one-year tenure seems 
ation of @ ° the Agricultural Economics Research _ desirable.” 
to the @ stitute at Oxford University, in Mr. Clark is not at all impressed with 
| review |" article called “ An Economist’s the argument that valuations would be 
limited @ ew” which he contributed to the unworkable. They have been carried 
ordance @ cent agricultural supplement of The through satisfactorily, he says, for years 
Financial Times. A land tax, he argued, past in Australia, New Zealand and 
over would ensure that every landowner Denmark. The property as a whole is 
s to the °° © it that his land is put to the first assessed at its present-day market 
ey with fp Most productive use possible, for value. This figure is then abated by 
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Ss aes anual, without any need for commit- value the tax is assessed. 
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5 to the f° the farmer in higher rents and this about a more productive use of land, 
rests, 3 would entail that what are now virtu- not necessarily, as Mr. Clark affirms, 
pendent ally life tenures would have to be con- the most productive use. Whether the 
verted into leases of shorter term— gains to be achieved by this tendency 
to the fg “"" years is suggested. On the expiry towards a better utilisation of one of our 
should of the seven year tenures “landlords  scarcest resources would outweigh the 
and farmers would be free to negotiate administrative and technical difficul- 
Beard lew tenures at whatever rent and __ ties in introducing and operating such a 


uration they agreed upon, though a 


novel tax and in re-writing the land 


tenancy system of the country is open to 
some question. There would be an 
extra yield to the Exchequer, since 
although the land tax would displace 
a substantial part of farmers’ present 
liabilities to income tax and sur-tax, it 
would be assessed on land values which, 
theoretically at least, represented what 
the market adjudged to be the value of 
the land if it were sold and the farmer, 
if inefficient, replaced (not, however, 
pace Mr. Clark, necessarily the value if 
the land were used in the best possible 
way). This extra yield would be large 
only if it is true that farms in this coun- 
try are farmed much less efficiently than 
they would be if some or many of the 
farmers were changed. And even if this 
were true, a recasting of the agricul- 
tural price structure—as, for example, 
on the lines proposed for wheat, by a 
deficiency payments system—would do 
much to ensure the better use of land, 
without the land tax, A large part, if 
not the whole, of any remaining short- 
fall in the yield of existing taxes com- 
pared with that of the land tax could 
then be made up by ending the de- 
rating of agricultural land—a step 
which many consider in any event to 
be overdue. 
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Income Tax Appellate Procedure 


Our article is based upon addresses given on September 19, 1953, before those attending the Incorporated Accountants’ Taxation Course at Cambridge 
University, by Mr. H. Major Allen, Barrister-at-Law, Mr. L. Barford, one of Her Majesty’s Principal Inspectors of Taxes and Mr. A. Stuart 


Allen, Fellow of the Society of Incorporated Accountants and a Clerk to Commissioners. 


This tripartite presentation was chosen to ensure that the 


subject should be covered from each of the three viewpoints—that of the taxpayer, of the Inland Revenue and of the Commissioners. 


Appointment of 
General Commissioners 


THE STATUTORY PROVISIONS GOVERNING 
methods of selection and appointment of 
** Commissioners for the General Purposes of 
the Income Tax Acts ” and of the monetary 
qualifications required are now to be found 
in Schedule I, Income Tax Act, 1952. 
Normally it is the function of the Land Tax 
Commissioners having jurisdiction within 
the Division to choose, at a meeting con- 
vened for the purpose by notice in the 
Gazette, “‘ fit and proper persons ”’ to act as 
General Commissioners for the Division. 

The main duty of the General Commis- 
sioners is now the hearing of appeals against 
assessments made by the Additional Com- 
missioners under Schedule D and H.M. 
Inspector under Schedule E. Certain 
claims for relief are also within their 
province, but in practice appeal meetings 
are mainly concerned with appeals against 
assessments under Schedule D. 

The General Commissioners are the final 
arbiters on all questions of fact, but their 
decisions on points of law are subject to 
review by the Courts. 


H.M. Inspector’s Functions and 
Procedure 


The Inspector’s task is to try to agree the 
assessable income with the taxpayer or his 
professional adviser by direct negotiation. 
It is as well to bear in mind from the start 
that in practice the overwhelming majority 
of liabilities are so agreed and that much 
less than one per cent. of the Schedule D 
appeals ever reach the stage of a contentious 
hearing before the Appeal Commissioners. 
As nearly all contentious appeals are on 
Schedule D liabilities, the following remarks 
will be confined to Schedule D assessments. 

The time-table provides that first assess- 
ments for the current financial year are 
made and notices served to the taxpayer 
during the autumn months. By this time 
most liabilities have been settled with the 
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taxpayer’s accountant and the first assess- 
ments are made in agreed figures. The 
remaining cases are unsettled either because 
the Inspector has not completed his en- 
quiries with the accountant, or because the 
taxpayer’s return or accounts have not yet 
been received. In these cases the Inspector 
is called on to advise the Additional Com- 
missioners, whose duty is to estimate the 
profits to be assessed. The Inspector, as 
watchdog for the Revenue interest, naturally 
tends to advise estimates likely to cover the 
maximum probable liability. 

The notices of assessment require an 
appeal to be lodged with the Inspector in 
writing within twenty-one days, and in a 
Schedule D case the grounds of appeal must 
be stated. In practice, General Commis- 
sioners are usually prepared to hear any 
point the appellant wishes to take, whether 
it is specified in the notice or not. The 
appellant in a Schedule D or E appeal has 
the right to elect that the appeal be heard by 
the Special Commissioners, but this election 
must be made in writing within the twenty- 
one days prescribed. If the election is not 
made within this time the jurisdiction over 
the appeal belongs to the General Commis- 
sioners and cannot be transferred to the 
Special Commissioners except by the consent 
of the General Commissioners. 

It is as well to understand the Inspector’s 
position up to the point of a formal appeal 
hearing, since to a large extent he is antici- 
pating the operations of the appeal machin- 
ery. The evidence of assessable income 
which he obtains comes mainly from two 
sources, the taxpayer’s return and the 
businessman’s accounts. The taxpayer’s 
return is demanded by right of Statute, 
and if it is not delivered the Income Tax 
Act provides machinery for proceedings in 
the High Court for recovery of penalty. 
In the case of the trader or the professional 
man, however, it is the business accounts 
which the Inspector wants to examine. The 
income tax return does not require the 
delivery of these accounts. When the 
Inspector asks the taxpayer for his accounts 


and replies to enquiries thereon, he is, in 
fact, relying on the powers of the General 
Commissioners and their willingness to 
exercise them. The General Commissioners, 
under Section 54, can issue a precept to an 
appellant requiring him, within a time 
limited by the precept, to deliver a schedule 
containing particulars of the taxpayer’ 
property, trade or profession, the amount of 
profits and gains from each source and 
deductions made in arriving at the profits or 
gains. It is comparatively rare to reach the 
stage of issuing a formal precept. General 
Commissioners very naturally expect to 
find the Inspector already supplied with all 
the information he wants relevant to the 
amount of assessable income and, in 
general, taxpayers and accountants comply 
readily enough with the Inspector’s requests. 
But it is important to bear in mind that in 
these cases, when the Inspector is pressing 
for information or replies on marginal issues 
on accounts, etc., the sanction on which he 
is ultimately relying is the approval of the 
General Commissioners that the information 
or questions are relevant to the amount of 
profits or gains and their willingness to issue 
precepts to enforce delivery. 

When the notices of appeal are received, 
the Inspector continues to ask the appellant 
for any outstanding accounts or information 
he wants. When this is supplied and figures 
are agreed, the Inspector is empowered to 
serve notice under Section 510 on the 
appellant, and if the appellant does not 
object within twenty-one days the appeal 
stands determined in the agreed figures. 
The General Commissioners are not in these 
cases troubled. 

In the appeal cases where delay continues 
in delivering accounts or information, the 
formal appeal machinery is set in motion. 
Some bodies of General Commissioners 
hold separate meetings for hearing delay 
cases, others take delay and contentious 
appeals at the same meeting. The proceed- 
ings at a hearing of a delay case are usually 
informal. The Inspector explains what 
information is required, and the accountant 
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or taxpayer explains the reason for delay 
ind asks for the time he requires to deliver. 
The General Commissioners usually grant 
jadjournment for delivery of the informa- 
jon within a specified time limit, although 
gfien without issue of a formal precept. If 
the appellant does not comply, he stands at 
the risk that the General Commissioners 
nay choose to adjudicate at the adjourned 
iearing without further ado. Some bodies 
¢ General Commissioners prefer to issue 
jrmal precepts for delivery of information 
iefore the appeal is set down for hearing. 
hn this event, the appellant who has failed 
» comply is in default when the case comes 
up for hearing and is exposed to the penal- 
iis prescribed in Section 54 (3) or the penal 
duty of Section 49. 

There remain the cases where the 
inspector and the taxpayer are unable to 
agree on questions of fact or law, and a 
hearing by the General Commissioners is 
necessary to determine the appeal. The 
Inspector notifies the Clerk to Commissioners 
ofthe particulars of the appeal and usually 
indicates that it is a contentious case requir- 
ing determination by the General Com- 
missioners. The Clerk summons the 
appellant to attend at the time and day 
fixed by the General Commissioners. 

If the appeal is to be heard by the 
Special Commissioners, they usually ask if 
the Inspector and appellant can agree 
between themselves the questions for 
determination. If agreed, they are notified 
to the Special Commissioners beforehand 
and the apellant is given a copy of the 
Inspector’s report. In General Commis- 
sioners’ cases, the Inspector’s actions before 
the appeal are largely governed by what he 
knows of their wishes on procedure. Some 
bodies of General Commissioners like to 
know beforehand what are the questions 
for determination. Others do not. In 
tither case the Inspector is careful not to 
communicate any advance statement to the 
Clerk to General Commissioners without 
the knowledge and consent of the appellant 
or his representative. 

In an important case the Inspector will 
wually ask the appellant beforehand if he 
isto be legally represented. The Revenue is, 
on occasion, represented by a member of 
the Revenue Solicitor’s Office. 

The Inspector keeps in mind that General 
Commissioners do not like to have their 
ime wasted and prefer business-like prepar- 
ations. ‘The Inspector, therefore, tries 
0 agree beforehand with the appellant on 
any documents and correspondence to be 
admitted in evidence and to see that ample 
‘opies are available for the Commissioners. 
Ifthe case permits, an agreed statement of 
fact is helpful. Occasionally an appellant 
Steluctan: to disclose his hand beforehand 
® documents or facts, but this course 
rarely assists his case. If an Inspector is 


faced at the hearing with an important 
document he has not previously seen, 
he is almost bound to ask for an adjourn- 
ment in order to study it and in the result 
there is some waste of everybody’s time. 


Preliminary Advice to Appellant 


What are the points to be considered by the 
appellant taxpayer’s adviser when faced 
with an appeal of substance? The first 
question for consideration is the choice of 
the body of Commissioners before whom the 
appeal should be taken—should it be the 
General Commissioners or the Special 
Commissioners? In law election should be 
made when formal notice of appeal is given 
and, unless specifically stated, the appeal 
will be heard by the General Commissioners 
for the Division. If this election has been 
overlooked and subsequently the taxpayer’s 
advisers are of opinion that the Special 
Commissioners would be the more appro- 
priate body, application through the 
Inspector may be made, as a matter of 
indulgence, for the General Commissioners 
to waive their jurisdiction and agree to the 
transfer of the hearing to the Special 
Commissioners. Factors entering into this 
election include the nature of the points at 
issue and whether complicated points of 
law are involved. In some instances the 
local knowledge of the Commissioners and 
their experience of trades peculiar to the 
locality may be of great value. If the hearing 
is likely to be lengthy and embrace more 
than one session, the practice of the Special 
Commissioners of continuous sittings, if 
necessary for days together, can be of 
importance. Most bodies of General 
Commissioners find it impracticable to sit 
from day to day. 

Once an appeal has become inevitable 
a complete review of the whole case is 
desirable, including perusal of all relevant 
correspondence, to ensure that the main 
issue shall be clearly defined and not 
obscured by subsidiary points that may have 
arisen in the course of the negotiations with 
the Inspector. If the case is one involving 
liability to other imposts, such as the Excess 
Profits Levy, the possible reactions of the 
points under appeal upon these other taxes 
must be studied. 


The Clerk to Commissioners 
and Preliminary Procedure 


On the assumption that the decision is for 
the appeal to be heard by the General 
Commissioners, it is at this stage that the 
appeal first comes formally to the notice of 
the Commissioners through their Clerk. A 


Clerk to Commissioners is appointed by the 
General Commissioners and now holds 
office during the pleasure of the Commis- 
sioners. His remuneration is fixed and is 
paid by the Commissioners of Inland 
Revenue. 

Apart from routine functions his main 
duty is to fix and attend all meetings of 
the Commissioners and to advise them on 
all questions of legal procedure, the 
admissibility of evidence and all points of 
law arising in the course of the hearing of 
appeals. 

In practice the Clerk receives from the 
Inspector a list of appellants to be sum- 
moned for hearing. The particulars given 
are confined to formal information, namely: 


Reference number of assessment; 

Name and address of appellant—name of 
appellant’s agent; 

Description of profits or income assessed; 

Year of assessment and amount assessed; 
and 

Information given in the notice of appeal. 


To assist the Clerk in fixing the times at 
which the various cases shall be summoned, 
it is common practice to indicate “‘ conten- 
tious cases,”” but neither the Clerk nor the 
Commissioners have any knowledge of the 
substance or the merit of any specific appeal 
until the actual hearing, except in cases 
where a statement of facts has been agreed 
between the parties or copies of documents 
relevant to the appeal have been similarly 
agreed. It is certainly convenient and saves 
time for all concerned if a statement of facts 
which are not in dispute can be agreed 
and submitted—always with the reservation 
that additional facts can be adduced at the 
hearing. 

Personal evidence is usually given in- 
formally, but the Commissioners have 
power to summon witnesses and there is a 
penalty for failure to obey this summons. 

An appeal once given cannot be with- 
drawn unilaterally. Once the machinery 
has been set in motion by giving notice of 
appeal, the process must be carried to 
finality—namely the determination of the 
assessable liability by a decision of the 
Commissioners. This does not preclude a 
séttlement by agreement between the 
appellant and the Inspector. By Section 
510 such an agreement has the same effect 
as a formal determination of the appeal. 

At the actual hearing the appellant may 
be represented by Counsel, by a solicitor 
or by an accountant—the last named 
being defined as “a person who has been 
admitted a member of an incorporated 
society of accountants.”” The Commissioners 
have discretion, however, and if they con- 
sider that justice and the interests of the 
appellant will be served, they will hear an 
agent who is not within the foregoing 
definition. 
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The Appeal—Appellant’s Opening 
So to the day of the actual hearing, at 
which it is the duty and privilege of the 
appellant, or his representative, to open the 
hearing of the appeal. First there should 
be a formal recital of the details of the 
assessment under appeal, to be followed 
by the presentation of all facts relevant to 
the issue in dispute. Bearing in mind that 
the hearing is before a lay tribunal, the 
facts should be stated as briefly and as 
succinctly as possible, to ensure that the 
Commissioners shall have the essential 
material in mind. In cases of complexity, 
summarised statements of figures and other 
factual information lending itself to this 
form of record can usefully be handed in 
to act as an aide-memoire. The need to 
submit a comprehensive picture to the 
Commissioners derives from the point that 
matters of fact not brought out at the 
hearing cannot be introduced thereafter 
should the appeal be taken to the Court by 
way of a case stated. By contrast, points of 
law can be raised at any stage. No matters 
of fact should be stated in opening unless 
either they have been formally agreed by 
the Inspector and are put before the 
Commissioners as so agreed, or they are 
later to be proved in evidence. 


If personal evidence is to be submitted 
this should be confined to first-hand evidence 
bearing directly on the subject matter. If 
the witness shows a tendency to stray to 
hearsay, he should be brought back to 
matters within his own knowledge. Leading 
questions to a witness should be avoided, 
since they are open to objection in law and 
are but rarely effective. 


Great discretion must be exercised in 
referring to decided cases. Multiplicity of 
references is likely to be harmful and almost 
certainly confusing. Authorities bearing 
directly on any point of law involved in the 
case should be cited, even if these are 
unfavourable to the appellant, since it is 
better to handle and dispose of apparent 
weaknesses rather than to leave these for 
the Inspector to raise. Generally speaking, 
the best authorities to quote are those 
where the reason for the decision—as 
distinct from isolated quotations from judg- 
ments—can be adduced in support of the 
appellant’s contention. 


H.M. Inspector’s Submission 
The case for the appellant having been 
fully presented, with supporting evidence, 
it is for the Inspector to submit the case 
from the Revenue’s standpoint. 


The function of the Inspector at an appeal 
hearing is to assist the General Commis- 
sioners to arrive at a proper estimate of 
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assessable income. It is not his province to 
act as if he were a party to a law suit. If 


the appellant is legally represented, the. 


Inspector will, of course, be content to act 
as respondent. In many cases, however, 
particularly where the appellant is pre- 
senting his own case, the presentation of the 
taxpayer’s case suffers through lack of 
procedural or legal knowledge. In such 
circumstances it is the Inspector’s duty to 
see that all the material facts, whether in 
favour of the Revenue or not, are brought 
clearly before the General Commissioners. 
The Inspector can object to the appearance 
of an agent for the appellant if he is not a 
person whom the Commissioners are 
required to hear. In practice, the Inspector 
never objects to a taxpayer’s representative, 
except for overwhelming reasons. It is of 
first importance to the smooth working of 
the taxing machine that the individual 
taxpayer, when he feels compelled to go 
before the General Commissioners, should 
believe that he has had a fair, full and 
impartial hearing of his case. The General 
Commissioners are usually ready to relax 
formal procedure in favour of the layman, 
and it is to the Inspector’s interest to assist 
the taxpayer to a proper presentation of his 
case. 


When proceedings are more formal, the 
Inspector is under a certain disadvantage 
in that he is always the respondent in an 
income tax appeal. The appellant, or the 
appellant’s representative, has the advant- 
age both of opening the case and of having 
the final word in addressing the Commis- 
sioners. The Inspector’s first entry is in 
cross-examination of the appellant and his 
witnesses, which takes place before the 
Inspector’s statement of his case. 


The Inspector’s object in cross-examina- 
tion is to prove any facts which he thinks 
material which have not been mentioned 
by the appellant or Counsel in his opening 
or during the examination in chief, or to 
suggest any differences in interpretation or 
emphasis on facts already proved which 
may be more favourable to the Revenue 
contentions, and generally to modify the 
impression made by Counsel’s ex parte 
presentation of the appellant’s case. If the 
appellant has not admitted a document 
which the Inspector wants put in, this is his 
opportunity to ask questions, get the docu- 
ment proved or, if the document is not 
proved. to prove its contents by secondary 
evidence. 


It is legitimate for the Inspector to ask 
questions to test the knowledge of the witness 
on matters on which he has given evidence 
or has expressed opinions. If the point at 
issue depends to any extent on the credi- 
bility or reliability of the witness, it is 
equally legitimate to put testing questions. 


The stage of cross-examination is impor- 


tant to the Revenue case. It is in the nature 
of things that the evidence in an income ta, 
appeal must come mainly from the appellan; 
or from persons closely associated with him, 
and it is the Inspector’s task to sce that he 
obtains admission of all evidence relevant t) 
his case. The vital question in an income 
tax appeal often turns on practice an 
custom in trade or business and the appl. 
lant naturally tends to express himself ag ay 
expert in his own business or trade. The 
Commissioners may be inclined to treat his 
statements on trade practice as those of an 
expert witness, unless the contrary j 
shown. It is, therefore, important to the 
Inspector to establish as far as he can the 
degree of authority and reliability of the 
witness in such matters. 


The Inspector must put his case to the 
opposing witness, or at least so much of it as 
is affected by the evidence of the witness. 
The Inspector must ensure to the best of his 
ability that he has proved all the priman 
facts in evidence which are relevant to the 
inferences or the arguments on which he 
depends. If the verdict of the Commissioners 
is against him and there is an appeal to the 
High Court, any point of law he has missed 
can still be put in Court, but if he has failed 
to establish any primary fact on which his 
inferences or arguments depend he is lefi 
with no remedy. 


When. the evidence is closed, the Inspec- 
tor bas his opportunity to state the Revenue 
case. It is only on very rare occasions that 
the Revenue calls any witnesses on its 
behalf and this is, therefore, .the only 
occasion on which the Inspector is able to 
address the Commissioners, unless, of course, 
his opponent introduces new matter in his 
final reply and gives the Inspector further 
right of reply on such new matters. The 
Inspector’s task is to review the material 
facts, state the Revenue contentions and the 
law and case law on which he relies, and to 
answer the appellant’s contentions. He has 
to remember that the appellant has the 
valuable right of final reply, and it 8 
necessary to put his contentions in a clear 
form which will remain in the Commis 
sioners’ minds during the appellant’s reply. 


The Inspector needs to be careful in his 
conduct of “the appeal. He jis usually 
brought into frequent contact with the 
Clerk and some of the General Com- 
missioners, and a taxpayer may easily feel 
aggrieved if there is any air of undue 
familiarity between the Inspector and the 
tribunal. 


The concluding part of this article, o 
published in our next issue, covers the following 
subjects: Appellant’s Reply; | Commissioners 
Deliberations; Determination; Dissatisfachon; 
Generally. 
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Taxation Notes 


Disclaimer of Deceased Wife’s 
Tax Liability 


THE RIGHT OF A HUSBAND TO DISCLAIM 
jability for tax on his deceased wife’s 
income is quite distinct from the right 
vhich existed during her lifetime to 
daim separate assessment. 

So long as the deceased was a 
married woman living with her hus- 
band at any time before her death, he 
or his executors or administrators) 
may disclaim liability for any tax 
hich would have been due from her 
had separate assessement been in force. 

Notice must be given in writing, 
within two months of the date of the 
gant of probate or letters of adminis- 
ation, to the woman’s executors or 
administrators and also to the Inspector 
of Taxes. The notice must specify the 
names and addresses of the woman’s 
personal representatives. The two 
months period may be extended with 
the consent of the executors or admin- 
istrators. Notices may be served by 
post. 
The right of disclaimer does not 
arise until the wife dies; prior to that 
date, the husband’s remedy is to apply 
for separate assessment. Such an 
application must be made within the 
allotted time, i.e. within six months 
prior to July 6 in the first year for 
which it is to operate (for sur-tax 
before July 6 in the next year of 
assessment). Notice for the year of 
marriage can be given at any time 
before July 6 in the next year of 
assessment. Applications continue in 
force until revoked within a similar 
period in relation to the year for which 
the revocation is first to operate. 

A husband who pays his wife’s tax 
has no right of indemnity against his 
wife’s estate (Re Ward (1922) 1 Ch. 
317). 

It is noteworthy that it is only in 
respect of income tax (including sur- 
ax) that a husband is liable for his 
wife’s tax. Profits tax and Excess 
Profits Levy are collectible from the 
Person assessable on the profits. 

For estate duty, only tax which is a 
debt of the deceased’s estate can be 
deducted. If the husband does not 


disclaim and there is no_ separate 
assessment operating, the income tax 
and sur-tax on the wife’s income are not 
her debts, but his. That remains so 
even if the Revenue’s powers under 
Section 359 of the Income Tax Act, 
1952, have been exercised to collect 
the wife’s share of tax from the wife’s 
estate, but it is understood that tax so 
collected from the wife’s estate will be 
allowed as a deduction from it. 

Repayments of tax deducted at 
source from a married woman’s income 
are regarded as a repayment of her 
income not needed to satisfy tax 
liability, and if due at the date of her 
death are included in her estate, even 
if repaid to the husband. 


Re Pettit 


We have been asked for an illustration 
of the calculations required under the 
Re Pettit (1922, 2 Ch. 765) rule where 
sur-tax is involved and the free of tax 
provision arises in the will on a death 
prior to September 3, 1939. 

It should be remembered that the 
gross annuity is to be such amount as, 
when taxed at 1938-39 rates of income 
tax and 1937-38 rates of sur-tax, would 
leave the free of tax amount. The 
practice is to make the calculations as 
follows: 


Free of tax annuity £1,450: annuitant’s other 
income £1,000 gross. 

In 1952-53, the trustees paid £30 of the 
1951-52 sur-tax liability and received £26 as 
their share of the annuitant’s income tax 


reliefs. 
Ce ae 
1952-53: Grossed annuity 
21 40 
— X £1,450 x — = 2,000 0 oO 
2 21 
1951-52 sur-tax borne by 
40 
trustees £30 X — = 57 2 10 


21 


2,057 2 10 
Less 1951-52 reliefs refunded 


40 
to trustees £26 x — . 
21 49 10 6 


2,007 12 4 
Other income 1,000 0 O 
Total income for sur-tax 


1952-53 £3,007 


‘| “Gg 
Sur-tax at 1937-38 rates 
£2,000 — — 
500 at 1/14d.= 27 10 0 
500 at 1/44d.= 34 7 6 
7 at 2/23d. = 15 4 
Payable 1/1/54 £62 12 10 
21 2,007 
Trustees bear — x £62 12s. 10d. xX —— 
29 _ 3,007 
= £30 5 6 
1938-39 rates of relief: 
Personal £100 at 5/6 = £27 10 0 
Reduced rate £135 at3/10= 25 17 6 
£53 7 6 
1952-53 Reliefs: 
Personal f£120atg9/6 = £57 0 Oo 
Reduced rate 100 at6/6 = 32 10 0 
150 at4/- = 30 0 oO 
10 at2/- = 15 0 Oo 
£134 10 0 
—l 2,007 
Refundable — x £53 7s. 6d. x —— 
29 3,007 
= £25 16 o 
1953-54: Gross annuity £2,000 0 0 
1952-53 sur-tax 
20 
£30 5s. 6d. xX — = 55 O11 
11 
2,055 O11 
1952-53 reliefs refunded 
20 
£25 16s. xX — = 46 18 2 


2,008 2 9 


Other Income = 1,000 0 0 
Total income for sur-tax 
1953-54 £3,008 
Sur-tax at 1937-38 rates £62 og I 
22 2, 
Trustees bear — x £62 15s. 1d. xX —— 
29 3,008 
= £3115 7 


1953-54 reliefs: 
Personal £120 at 9/- = £54 0 0 


Reduced rate as for 1952-53 = 77 10 0 
£131 10 O 
22 2,008 
Refundable — x £53 7s. 6d. x —— 
29 3» 
= £27 0 8 


As the refunds are in practice deducted 
in the following year, when the sur-tax 
is payable, they are dealt with as above, 
thus avoiding algebraical calculations. 
To keep the 5s. 6d. income tax rate of 
1938-39 operative, the net annuity, 
refunds, etc., are reduced as shown. 
This is because 

With taxat 5/6 £40 gross becomes £29 net 

With tax at 9/6 it becomes £21 net 

and a ae D 9/- ” ” £22 net 
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An annuity of £2,000 gross would 
give a net figure of: 
With tax at 5/6 £1,450 

» 9/6 £1,050 
” » 9» 9/- £1,100 
and it is these amounts that are pay- 


able, viz.: 


” ” 


21 

iN 1952-53 — X £1,450 = £1,050 
25 
22 


in 1953-54 — X £1,450 = £1,100 
29 

The reliefs, etc., are treated in the 
same way, with the aim that the estate 
pays what it would have done before 
the war increases of rates, and the 
annuitant bears the additional tax 
arising from those and subsequent 
increases. 


Post-War Credits 


A suggestion we have not seen pub- 
lished is that the Treasury should issue 
to each person entitled to repayment a 
bill payable due on his sixty-fifth 
birthday (sixtieth for a woman), the 
date being stated in the bill. The 
holder could then negotiate his bill if 
he needed the money. As an encourage- 
ment to retain the bill, a premium 
might be offered payable only if the 
bill were presented on the due date 
by the original holder or the person 
entitled on his death if that had already 
occurred by the due date. Or, the 
bills might be accepted at increasing 
values in payment of taxes. Why 
should the credits continue as interest- 
free loans, depending on the accident 
of being held by a person of a certain 
age as to when they are paid? At the 
worst, they ought to be set against 
estate duty on the death of the holder 
before the encashment age. 


On ‘* Buying Losses ”’ 


What is known as “ buying a loss” 
usually is the buying of shares in a 
company which has a loss available for 
carrying forward. To get the benefit of 
the loss, it is essential for the company 
to carry on the same business without a 
break, and for the taxpayer to be 
able to put into the business profits 
that would otherwise attract tax, by 
diverting trade from other concerns 
in which he is interested. No relief 
for past losses can be had under 
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Section 20, Finance Act, 1953, even 
if the acquisition of the shares makes 
the company with a loss an “ associated 
company ”’ within that Section; only 
loss for the first accounting period 
after the purchase of the shares can be 
the subject of relief under that Section. 

The problem then is to get out of 
the company the benefit of the tax 
saved. This is sometimes done by 
buying out creditors at less than the 
amounts due to them, and using the 
profits to pay the debts so taken over. 
An example, in summarised balance 
sheets, will show the processes pur- 
posely exaggerated though with simple 
figures: 


Summarised Balance Sheet.—-Before the shares 
were bought 


£ 
Assets 600 
Loss to date 3,200 


£3,800 


Share Capital 2,000 
Creditors ... 1,800 


£3,800 


The creditors accepted 8s. in the £ for 
their debts, and the shareholders 1s. 
a share. 

Summarised Balance Sheet—Two Years Later. 


& 
600 


£ 

Share Capital 2,000 Old Assets... 
Debt due to 
purchaser of 
old creditors’ 
claims ... 1,800 b/f £3,200 
Profit 
of 2 
years 2,200 

1,000 
£3,800 


£3,800 


If the new assets are liquid enough, 
as it is likely they are, the claims that 
were bought for 8s. in the £ can be 
paid off at par showing a useful capital 
profit. Unless there is a trade in 
dealing in debts, such a profit cannot 
be taxed (Cf. Crompton v. Reynolds and 
Gibson (1952, 31 A.T.C. 184).) 

There is one great danger to be 
avoided, namely, that the loss cannot 
be used! There is always the likelihood 
that the business of the company has 
not been carried on without a break, 
and relief for losses carried forward can 
only be allowed against the profits of 
the same trade. (Cf. Goff v. Osborne & 
Co. (1953, T.R. 265) where a company 
owing to war restrictions could not trade 
for some years and then bought 
another business. Moreover, the new 
activities of the company after the 


change of ownership may be a rey 
business. 
Clearly, great care is necessary jy 


a | 


* buying a loss ” ! 


Clergymen 


A reader has raised the question 
of travelling expenses of a client whog 
living is situated some 15 miles from the 
cathedral where he has the honorary 
appointments of Rural Dean, Canoy 
of the cathedral, secretary of the 
Bishop’s Appeal Fund, member of the 
Diocesan Board of Finance, etc. |; 
appears that an Inspector of Taxes seeks 
to restrict the amount on the grounds 
that expenses arising from honorary 
appointments cannot be regarded a 
ingurred in the performance of the 
duties of a clergyman. 

The Inspector’s case is ill-founded. 
Expenses of attending meetings enjoined 
on a clergyman by his superiors are 
part of his ecclesiastical duties. Refer- 
ence can be made to Charlton v. CLR. 
(1890, 17 Rettie 785 : 27 S.L.R. 647). 
Section 479, Income Tax Act, 1952, 
requires the expenditure to be wholly, 
exclusively and necessarily incurred in 
the performance of his duties as a 
clergyman. 

If the Inspector is still difficult, he 
should be required to submit the point 
to his Head Office. 


Double Taxation Relief—Tables 


The Inland Revenue have _ issued 
through H.M. Stationery Office, price 
gd. net, a booklet giving the effective 
rates of income tax for 1953-54 for al 
incomes, where personal allowances 
(including earned income relief but 
excluding life assurance relief) range 
from £120 up to £1,029. Those who 
have a great deal to do with double 
taxation relief will be saved the work 
of calculation. Sur-tax rates are not 
included. 


Clitas 

The fourteenth service release to “ Cur- 
rent Law’ Income Tax Acts Sera 
was dated October 27, 1953, and brings 
to subscribers digests of the lates 
reported cases on income tax and sul 
tax, and various amendments of the 
text. 
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Gifts Inter Vivos 

The question was recently raised: 
“What is the position where the donee 
of a gift predeceases the donor, but the 
donor also dies within five years of 
making the gift? ” The answer is that 
state duty on the gift is payable on 
yoth deaths, but that payable on the 
sift as a result of the donor’s death is 
jeductible from the donee’s estate. 
This will usually mean that a corrective 
xcount will have to be submitted. 


Undeclared Bank Interest, etc. 


There seems to have been a hardening 
by the Revenue on the question of 
penalties. All cases now appear to be 
regarded as neglect and as attracting 
penalties. We would welcome readers’ 
experiences so that the current practice 
may be noted in our columns. 


Double Taxation 
Agreement—Switzerland 


Following a series of discussions in 
London and Berne over the last 
eighteen months between the Board of 
Inland Revenue and the Swiss Federal 
Tax Administration, agreement has 
now been reached at the official level 
on a proposed convention between the 
United Kingdom and Switzerland for 
the avoidance of double income taxa- 
tion. Preliminary negotiations have 
also taken place for a convention 
relating to taxes on the estates of 
deceased persons. 


Double Taxation Relief—Ceylon 


The Ceylon Food Subsidies Temporary 
Taxes Act, 1952, imposes, with effect 
from the year commencing April 1, 
1952, a temporary surcharge at 10 per 
cent. on the amount of Ceylon income 
tax payable. This surcharge is a tax 
“of a substantially similar character ” 
to the Ceylon income tax and profits 
‘ax and therefore qualifies for credit 
under the agreement with Ceylon. 

The Ceylon rate of income tax on 
non-resident companies is higher than 
that on companies resident in Ceylon; 
lor 1952-53 the rates are 36 per cent. 
and 30 per cent. respectively. Under 
Article 1X of the agreement it is pro- 
vided tht the rate of tax chargeable on 
non-resic‘ent companies shall not, where 
they are residents of the United 


Kingdom (as defined in Article IT (1) 
(f)), exceed by more than 6 per cent. 
the rate chargeable on companies 
resident in Ceylon. In some of those 
cases, however, the full 10 per cent. 
addition for the food subsidies tax 
may have been charged, that is, 10 per 
cent. of 36 per cent., making 39°6 per 
cent. in all as opposed to the agreement 
limit of 39 per cent. In such a case the 
additional 0-6 per cent. is not available 
for credit and the company should be 
advised to apply to the Ceylon authori- 
ties who will give effect to such adjust- 
ments or repayments as may be 
necessary. 


Balancing Allowances 


Under Section 292, Income Tax Act, 
1952, a balancing allowance may be 
made only for machinery or plant in 
respect of which an initial allowance 
or an annual allowance has been made. 
Where an item of plant has been bought 
or sold in the same basis period it has 
been the practice to allow a balancing 
allowance although no initial allowance 
has, in fact, been claimed because the 
taxpayer is still in a position to claim 
an initial allowance, although he has 
not done so. In the case of an item 
bought after April 5, 1952, and before 
April 15, 1953 and disposed of at a loss 
before the end of the basis period in 
which it was bought, no initial or 
annual allowance could be claimed 
and, therefore, there is strictly no title 
to a balancing allowance. The Inland 
Revenue, however, have announced 
that a balancing allowance will, in 
such a case, be given by concession. 


Estate Duty Memoranda 


Memoranda for the Chancellor of the 
Exchequer on the question of estate 
duty anomalies have been submitted 
by the Institute of Chartered Accoun- 
tants of Scotland, the Institute of 
Chartered Accountants in England and 
Wales, the Society of Incorporated 
Accountants,* the Association of 
Certified and Corporate Accountants, 
the National Union of Manufacturers 
and the Institute of Taxation. 
All these memoranda deal with 
approximately the same anomalies. 


* The memorandum submitted by the 
Society of Incorporated Accountants was 
published as an inset to our December issue. 


As might be expected, the accountancy 
bodies go into perhaps more detail than 
others. The main criticisms remain: 
(a) the high rates of estate duty; (6) 
the anomalous basis of valuation under 
Section 55, Finance Act, 1940, applied 
to controlled companies as compared 
with the basis applicable to other com- 
panies, particularly as affecting minority 
holdings. 

It is generally contended that the 
valuation of shares in private limited 
companies should in the normal case 
be on the same basic principles which 
determine the value of shares in public 
companies. The Scottish Chartered 
Accountanis suggest that if the assets 
basis of valuation is to be retained it 
should no longer be mandatory but 
should be applied only at the discretion 
of the Commissioners. They also 
deprecate the omission of the correct 
interpretation of the term “* goodwill ” 
from the statute. 

Most of the memoranda deal with 
the necessity of allowing deduction for 
latent liabilities such as profits tax non- 
distribution relief and balancing 
charges. Both the English and Scottish 
Institutes deal with the time lag between 
the date of death and the date of 
realisation and consider that some 
allowance ought to be made for un- 
avoidable depreciation taking place 
immediately after death. The setting- 
up of a valuation panel is also generally 
recommended. 

The English Institute recommends that 
provision should be made to allow 
estate duty to be paid by instalments 
where it applies to a business. They 
also recommend that Section 46 should 
be amended so as not to be applicable 
unless there is evidence of a deliberate 
attempt or contrivance to avoid duty. 
The quick succession relief should also 
apply to an interest in a_ business 
carried on by a company. 

The Society's main recommendation 
is that Section 55 should not apply 
unless it is shown that one of the main 
purposes of the formation or aquisition 
of control of the company was avoid- 
ance of estate duty. If this were 
adopted, it is suggested that many 
criticisms of detail would be rendered 
unnecessary. But the memorandum 
also gives many instances of anomalies 
with suggestions for their removal. It 
is submitted that the ideas underlying 
Section 55 are fallacious because of a 
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failure to distinguish between control 
over the conduct of the company’s 
business and control over the disposal 
of its assets. The Society suggest that 
the provisions should be modified so 
that any person of, say, 25 years or 
upwards, irrespective of his relation- 
ship to the deceased, who has held 
shares in the company for, say, at least 
five years prior to the date of death, 
or who has genuinely acquired the shares 
for a reasonably valuable consideration 
should be considered to be an indepen- 
dent shareholder. They point out the 
anomaly that a company large enough 
to obtain a Stock Exchange quotation 
is treated differently from one which 
cannot obtain a quotation. That Stock 
Exchange considerations should be the 
test of qualifying for the privilege is 
thought to be unfair. They also con- 
sider that the basis of valuation of 
goodwill should be more precisely 
defined and limited to goodwill arising 
on super profits. They suggest that 
goodwill should not be taken into 
account unless it is sold or shares 
are realised at a price reflecting good- 
will within, say, five years after the 
death of a controlling shareholder. The 
memorandum also discusses methods 
of financing payment of duty and 


suggests that representation ought to be 
granted before the estate duty is paid, 
but the duty should be payable by 
instalments or by an annuity charged 


on the income from the shares. One 
interesting suggestion is that life poli- 
cies to provide funds for the payment 
of estate duty should be exempted from 
aggregation. 

The Association, amongst its recom- 
mendations, suggests that estate duty 
should be assessed on what may be 
called the slab basis adopted for sur- 
tax purposes and gives examples of 
the rates which would have to be 
charged to raise the same estate duty 
as at present. They emphasise the 
artificiality and unreliability of the 
tests imposed by Section 55 to establish 


control of the company. Amongst their 


other recommendations is one that 
where the deceased owned at least 
75 per cent. of the shares and they were 
sold or the company liquidated or its 
assets realised within, say, two years 
of the death, valuation for estate duty 
should be based on the sale price or 
net proceeds realised after allowing for 
tax liability accruing on realisation. 
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They suggest that comparable treat- 
ment might be applied to partnerships. 
They also suggest that reduced rate 
relief on agricultural property and 
quick succession relief should be allowed 
in all cases whether or not the property 
is owned by a company. On the 
question of aggregation, the memoran- 
dum suggests that the exemption from 
aggregation of unsettled property not 
exceeding £2,000 should be extended 
to such property not exceeding £5,000 
and that settied property dutiable on 
the death of a life tenant should be 
treated as a separate estate unless the 
settlement was created by the deceased 
or the deceased had control over the 
disposition of the property. 

The National Union of Manufacturers 
record the view that the mere correc- 
tion of anomalies will not solve the 
problem. The damage which is being 
done to the private section of industry 
results from the weight of taxation. 
Anomalies are of small account when 
taxation is low but become important 
when taxation rises to the heights that 
estate duty has reached. They point 
out that the small or medium-sized 
manufacturing businesses are respon- 
sible for more than half the country’s 
total industrial output, and capital 
taxation in the form of estate duty is 
not felt only from the liabilities actually 
accrued on the death of the owner or 
principal shareholder; it has a stultify- 
ing effect on development and growth. 
Measures taken in anticipation of the 
liability disrupt the management and 
activities of the business. Even if 
measures are not taken, uncertainty 
and hesitation can be produced. An 
analysis of fifty case histories demon- 
strates the fact that estate duty at 
present rates stunts growth in one way 
or another. Like the other memoranda, 
this one points out the falseness of sup- 
posing an open market where there can 
never, in fact, be one. It also indicates 
the falseness of the idea that no allow- 
ance should be made for the depression 
of price that would result were the 
whole of the company’s shares placed 
on the market at one time when it is a 
fact that it may not be possible to sell 
the shares at all unless at least a 
controlling interest is sold at one time. 

The Institute of Taxation reviews the 
position and points out inter alia that 
the Estate Duty Office does not see the 
effect on private companies of the steps 


taken to avoid Section 55 by spreading 
control and holding of assets outside the 
five-year period. They criticise th. 
Revenue conclusions in the Commang 
Paper on “Estate Duty and Family 
Businesses.” The recommendations ar 
very similar to those of other bodie: 
but they go so far as to suggest tha 
where shares fall under Section 55, an 
option should be given to defer paymen; 
for say five years or until earlier sal. 
of the shares, the shares to be valued a 
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price. 

on the death of a “ Name” at Lloyds 
That members of an appeal pan¢d 
should be paid is regarded as essential, 


Can You Paraphrase? 


Then turn into something light the 
following extract from the Finance Act, 
1953: 

Section 32(5). Without prejudice to 
the operation of Section 38 of the 
Interpretation Act, 1889 (which relates 
to the effect of repeals), neither sub- 
section (2) of this section nor any repeal 
made by this Act in Part IV of the 
Finance (No. 2) Act, 1945, shall affect 
the operation of the said Part IV or 
of any undertaking or authority given 
for the purposes thereof, so far as relates 
to, or to the consequences of, an 
dealing before the commencement of 
this Act with a payment of or o 
account of a post-war refund. 


Double Death Duties—India 


Section 20 of the Finance Act, 189. 
provides by way of Order in Council for 
relief from double death duties in the cased 
property situate in any “‘ British possession ” 
which does not levy duty on property 
situated in the United Kingdom or in which 
a reciprocal allowance is made. The 
Section provides for revocation of an Order 
in Council made under its terms where ! 
appears that the law of the “ British 
possession” has been so altered that ! 
would not allow of the making of an Order 
The law of India has now been so alteret 
and therefore the Order in Council dated 
February 2, 1895, in so far as that Orde 
applied the provisions of Section 20 of the 
Finance Act, 1894, to Great Britain an¢ 
India, and to Northern Ireland and India 
is now revoked. by two orders entitled th 
Death Duties (Revocation of Relief again 
Double Duty) (India) Order, 1953, 3 
the Death Duties (Northern Ireland 
(Revocation of Relief against Double Duty 
(India) Order, 1953 (S.I. Nos. 1684 a” 
1685 of 1953.) 
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Recent Tax Cases 


INCOME TAX 


hyfits of stud farm— Transfer of horses to racing 
ad training establishment—Fsstablishment purely 
yreational—Valuation of horses transferred— 
Finance Act, 1941, Section 10—Finance Act, 
yb, Section 3(1)(a). 

Sharkey v. Wernher (Ch. July 24, 1953, 
IR. 317) was one of those cases which, 
ithough special in their facts, depend upon 
wether or not they are governed by a 
general principle, here, that a man cannot 
bade with or make a profit out of himself. 
laly Wernher, the wife of Sir Harold 
Wemher, carried on during the year 1949- 
sa stud farm; and an estimated assess- 
ment of £5,000 in respect of its profits had 
hen made on her husband, under Case I 


carried on separately other activities, and 
ather racing stables, maintained for purely 
purposes, horses had been 
rained. There was no question of these 
xparate activities giving rise to any tax 
lability. In the relevant year, five horses 
had been transferred from the farm to the 
stables, and the issue in the case was whether 
he value on transfer to be credited in the 
frm accounts was the cost of breeding the 
worses or the market value of each horse at 
the time of transfer, such value being con- 
iderably more than cost. The Special Com- 
msioners had discharged the assessment,” 
holding that the case of Watson Brothers v. 
Himby (1942, 21 A.T.C. 279; 24 T.C. 506) 
a distinguishable; but Vaisey, J., reversed 
tir decision, finding himself unable to 


As the case is, fundamentally, of impor- 
lance, it will be as well to state briefly the 
lacts of Watson Brothers v. Hornby. The firm 
ried on a hatchery the profits of which 
were assessable under Case I of Schedule D 
ad arose from the sale of day-old chicks. 
ltako carried on a poultry farm the profits 
which were covered by the assessment 


der Schedule B. 


rearing and the issue in the case was 


hatchery should be credited with the former 


By W. B. COWCHER, o.,.z£., B.LITT. 


business. 


whilst the firm stood out for the latter. 
Macnaghton, J., had held that neither was 
correct in theory and that the price to be 
credited was, under Section 8 of the Sale of 
Goods Act, 1893, the “ reasonable price ”’; 
but, as the Commissioners had found as a 
fact that the chicks could be bought in the 
open market at 4d., that was the “ reason- 
able price.”” The Special Commissioners’ 
distinction between the present case and 
that last-mentioned was quoted in the 
judgment of Vaisey, J., as follows: 

That in that case there were for income 
tax purposes two businesses, namely a farm 
... and a hatchery . . . and stock was trans- 
ferred from the hatchery to the farm and 
became stock-in-trade of the latter. . 

In the present case, the horses were simply 


of Schedule D. In addition to the farm she taken out of stock . . . of the farm and did 
not become stock-in-trade of any other 


Once it was conceded that the racing 
stables were purely recreational, it is difficult 
to see any difference in principle between 
transfers from the stud farm of five horses 
and the taking from that farm of a single 
horse for, say, Sir Harold Wernher’s personal 
use or, to vary the subject,from consumption 
by a small-holder of a large part of the pro- 
duce of his holding. If, in the case. last- 
mentioned, the market price has to be 
credited in the small-holder’s accounts, 
there would seem to be not much left of the 
old-established general principle stated at 
the beginning of this note, which, as men- 
tioned in the judgment of Vaisey, J., was 
re-stated by Lord Greene in the recent case 
of Briton Ferry Steel Co. Lid. v. Barry (1940, 
18 A.T.C. 318; 23 T.C. 414). 


Schedule D, Case I—Trade—Cotton-spinning— 
Valuation of stock-in-trade—-‘* Base 
system— Whether correct for Income-tax purposes. 

Patrick v. Broadstone Mills, Ltd. 
Day-old chicks were (Ch. July 24, 1953, T.R. 321) arose out of 
tansferred from the hatchery to the farm a practice met with not only in the cotton- 
spinning industry but also, with variations, 
in certain non-ferrous metal 
tthe hatchery accounts. As the amount The respondent company was engaged in 
“the liability under Schedule B would  cotton-spinning, the raw 
subjected to several processes whereby 
it was converted into yarn. 
the business continued there was always 
cotton in the machines, passing through 
them and being continually 
This was called the “ fixed process stock.” 


cotton being 


In addition, cotton was waiting beside the 
machines ready to take the place of the 
cotton actually in the machines, termed the 
** spare process stock.”” The former with a 
certain quantity of the latter called the 
** base weight ”’ together made up what was 
known as the “ base stock,”’ and under this 
system for valuation at cost or market 
whichever was the lower there had been 
substituted prices which were either fixed 
or arbitrary. In the case of the respondent 
company the “ fixed process stock,” had 
been valued at the same price as that at 
which it had been ecquired when the com- 
pany was formed in 1920, whilst the “ spare 
process stock” had been valued over the 
years at arbitrary but increasing prices. 
In effect, the company’s claim was that 
so long as the business continued the weight 
of cotton in the “ base stock ” was not trad- 
ing stock but in the nature of a fixed asset. 
On appeal against assessments for the year 
1948-49 the Special Commissioners had 
decided in favour of the company, rejecting 
the Revenue’s contentions that the whole 
of the stock including the “ base stock ” 
should be valued at cost, cost having been 
chosen by the company as less than the 
market value at April 3, 1948. Their 
finding that the method of “ base stock ” 
valuation was permissible as being one 
recognised in the trade and in accordance 
with sound commercial practice was, how- 
ever, rejected by Vaisey J., who held that it 
was not appropriate for income-tax pur- 
poses: 

Because it does not afford a true picture 
of the profits in any one year of charge, and 
because for that purpose the process stock 
of the company at the beginning and end 
of a year of charge should be valued and 
brought into account at cost (being lower 
than market value). 


Whilst the judge thus held the “ base 
stock”” method to be inadmissible for 
income-tax purposes it will be seen from 
the above quotation that he did not 
expressly hold, as was contended upon 
behalf of the Crown, that the process stock 
was to be regarded and valued as part of the 
whole trading stock of the company but 
that it was to be valued on the same basis 
of cost as the remainder of the trading stock 
had been valued at the beginning and end 
of the accounting period. The point is of 
potential importance in view of the pro- 
visions of Section 26 of Finance Act, 1938 
(now Section 143 of Income Tax Act, 
1952), which deals with the valuation of 
“trading stock”? on discontinuance of a 
business. Unless the process stock constitutes 
trading stock the Section would not apply. 
From the judgment it would seem that the 
Revenue had given evidence at the appeal 
that most of the spinning companies were 
now valuing their process stocks at cost, 
and although a case for the “ base stock ” 
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method not only in cotton-spinning but 
elsewhere obviously exists, this fact of 
itself would seem to make the continued 
existence of an abnormality undesirable. 


Charity—Profits from series of dances--Whether 
trade carried on—income Tax Act, 1918, 
Schedule D, Case I. 


British Legion, Peterhead Branch v. 
C.1I.R. (Court of Session, July 22, 1953, 
T.R. 30) was a case where there had been 
a finding by the Special Commissioners 
that the Peterhead branch of the British 
Legion, which had raised funds by a con- 
tinuous series of dances held in the years 
June 1944 to June 1947, 150 dances in all, 
had carried on a trade. A unanimous 
Court of Session upheld the decision as one 
of fact for which there was evidence and 
in which there had been no misdirection 
in law. The Lord President (Lord Cooper) 
and Lord Russell gave the only judgments, 
Lord Carmont concurring with the former 
who said that he came to his conclusion 
with regret and doubted whether he himself 
would have reached the same conclusion. 
Lord Russell, in view of the facts, had 
apparently no such doubts. Nevertheless, 


although otherwise commonplace, the case 
was made notable by the views expressed, 
one of which, it would seem, will be found 
to be disturbing. Both judges agreed that 
the test was whether the activities in question 


were of a commercial character or run on 
commercial lines. Lord Cooper, speaking 
obiter of the raising of funds by charities 
and the use of “some of the trappings of 
trade,” said this was not “ trading.” 
Instances . . . are the hawking of “ flags,” 
the conducting of occasional ‘“‘ bazaars ” 
and “sales of work,” and whist drives, and 
the showing of private gardens for an admission 
fee, usually exorbitant. 
Both judges, without committing themselves 
definitely, thought that in arriving at the 
quantum of profits the charity should be 
allowed to deduct what were, in Lord 
Russell’s words, “‘in substance voluntary 
contributions.” These included the whole 
of the work of organising the dances and 
giving services by members of the Legion 
without charge, the nominal rent of £1 per 
dance charged by the County Territorial 
Association, the payments for admission 
in excess of the fixed charge of 2s. 6d. 
Lord Cooper thought that the amount of 
the assessment under appeal showed that 
allowance had already been made for these 
** contributions,” whilst Lord Russell said 
that whilst he doubted whether these were 
relevant to the question of trading : 
that element may well be open for considera- 
tion in fixing the amount of profits properly 
to be taken as the trading profits. 
This suggestion seems, at first sight, to be 
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quite reasonable. If, however, a charity 
is held to have traded and so brought itself 
within the ambit of Case I of Schedule D, 
its profits will be computable under the 
rule; of that Case and there can scarcely 
be one law for the charity goose and another 
for the ordinary commercial gander. 
This applies, in particular, to the matter 
of services. It has frequently happened 
that when a business has been in difficulties 
temporary reductions in emoluments have 
been agreed to and these “ voluntary contri- 
butions ” have caused the assessable profits 
to be greater than the real profits. To allow 
any deduction beyond the amounts 
actually paid as remuneration would, 
however, be contrary to the prohibition 
now contained in Section 137(a) of the 
Income Tax Act, 1952—the old Rule 3(a)— 
and would, moreover, seem to open up a 
new vista of tax avoidance possibilities. 


Charity—Committee of town council—Provision 
of recreation facilities—Profits from running 
dances—Trade admittedly carried on—Payment 
towards cost of refitting town hall—Whether a 
charity— Whether established for charitable pur- 
poses only—Finance Act, 1921, Section 30(1)(c). 


Linlithgow Town Council Entertain- 
ments Committee v. C.I.R. (Court of 
Session, July 22, 1953, T-R. 309) was a case 
where the appellants, exceptionally, admit- 
ted that they had carried on, between 1945- 
46 and 1951-52, a trade particularly in 
running dances at a “large profit” but 
claimed exemption under Section 30(1)(c) 
of the Finance Act, 1921, in respect of a sum 
of £800 contributed towards the cost of 
refitting the town hall. Neither of the 
parties wished for two obvious points 
to be considered, namely, whether the Com- 
mittee was a separate legal person and, 
further, if they were to be regarded as “a 
body of persons established for charitable 
purposes only,”’ who established them. The 
Court left these subjects with reluctance. 
The Special Commissioners had held that 
the Committee were not a charity; and a 
unanimous Court approved their decision. 
The case for the appellants was that the 
purposes of the Committee were within the 
fourth Pemsel category, “‘ Other purposes 
beneficial to the community,” and the 
Lord President (Lord Cooper) pointed out, 
in the only judgment in the case, that prior 
to the Local Government Act, 1948, some 
of the Committee’s activities were within 
the competence of the local authority under 
the Public Parks (Scotland) Act, 1878, and 
since 1948 all had been a competent charge 
against the rates. Nevertheless, to be a 
charity the trust must, on authority, be 
within “ the general spirit and intendment ” 
of the Statute of Elizabeth and his lordship 


said that unless words had lost their mean. 
ing: 

I cannot describe as “charitable” ap 
enterprise which carries on dances at a profit 
and applies the surplus in relieving the rate. 
payers of the cost of alterations to the town 
hall and county hall. 

The two points upon which argument was 
withheld would seem to deprive the decision 
of any real value. 


INCOME TAX AND SUR-TAX 


Transfer of assets resulting in income becoming 
payable to persons abroad—Discovery—Incom 
Tax Act, 1918, Section 125, Schedule D, Case VI 
—Finance Act, 1936, Section 18. 


Earl Beatty v. C.I.R. (Ch. July 24, 
1953, I.R. 311), was a case where for the 
years 1939-40 to 1943-44 assessments had 
been made upon the appellant pursuant 
to Section 18 of the Finance Act, 1936, in 
respect of the income of a Canadian com- 
pany, Bretisle Company Ltd., formed in 
July 1938. The assessments had been made 
in and after the year 1946, and for each of 
the relevant years other assessments had been 
made to income tax at the standard rate 
and to sur-tax in respect of the income of 
certain other foreign companies. It was not 
disputed that on the facts and circumstances 
in the light of Congreve v. C.J.R. (1948, 27 
A.T.C. 102; 30 T.C. 163), appellant was 
chargeable to tax on the income in question 
but, in view of the fact that the Special 
Commissioners had become conversant 
with the facts in the course of correspond- 
ence beginning on July 12, 1943, it was 
contended that the belated appreciation by 
the Commissioners of the relevance of the 
facts to tax liability did not amount to 
“discovery” within Section 125 of the 
Income Tax Act, 1918. The Special Com- 
missioners had in their appellate capacity 
upheld the assessments and Vaisey J- 
affirmed their decision. 

For the Crown it was argued that the 
assessments under appeal were not add- 
tional assessments made under Section 125 
but assessments properly made in principle 
under Section 18 of the Finance Act, 193° 
and Vaisey J., said that he was inclined © 
agree; but as the whole of the argument 
addressed to him were concerned with 
** discovery,”” he would assume that Section 
125 did apply, although he could not find 
that Section 125 had anything to do with 
sur-tax. (The reader should, however, refer 
to sub-Sections (3) and (4) of Section 42 of 
the Finance Act, 1927). The facts, the 
judge said, showed that the Special Com 
missioners: 

went on asking . . . the wrong questiot 

namely whether there had been transfers © 
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pretisle by the appellant or his wife. ‘The 
ight question . . . was whether there had 
be transiers to Bretisle by persons other than 
the appellant or his wife, though to that 
unasked question, strangely enough, the 
answer had already been supplied to them. 

The point to be decided was, therefore, 
vhether the discovery by the Special Com- 
aisioners of the relevance of the informa- 
jon already in their possession amounted to 
“discovery” within Section 125; and, 
iter considering the many cases on the 
wint, Vaisey, J., held that the appellant 
gd no right to succeed. In Commercial 
Snctures v. Briggs (1948, 27 A.T.C. 308; 
yo T.C. 479), the Court of Appeal agreed 
with Lord Normand’s judgment in C./.R. 
v, Mackinley’s Trustees (1938, 17 A.T.C. 345; 
» T.C. 305), that a change of opinion by 
ihe Revenue upon disclosed facts amounted 
to “discovery,” and the Revenue’s case 
here would seem to have been stronger, 
there being no change of opinion but, to 
we a non-committal term, a realisation of 
the significance of the facts in its possession. 


SUR-TAX 


Private company—Undistributed income—Direc- 
tion—Period between end of last accounts period 
and commencement of liquidation—Accounts 
prepared after commencement of liquidation— 
Whether “* made up”’ for purposes of Section 31 
of Finance Act, 1927—-Finance Act, 1922, Section 
a; Finance Act, 1927, Section 33 (4) (6). 


Haldin and Philipps Ltd v.C.1.R. (Ch. 
July 17, 1953, T.R. 297), was a case which 
centred on a single word, the legal draftsman 
having used “* have * where “ had ” would 
have been more appropriate. The company 
appealed against the Special Commission- 
as’ upholding of a direction under the pro- 
vsions of Section 21 of the Finance Act, 
1922, as amended by Section 31 of the Fin- 
ace Act, 1927. It had acted as manager 
ofa ship-owning company which had gone 
into liquidation early in 1927, and itself 
tad gone into liquidation on July 15, 1947. 
lt accounts had been made up annually to 
December 31 : but its last account was to 
December 31, 1945. so that there was 
a period of over 18 months from the date 
last mentioned. The evasion of sur-tax 
in the case of certain companies by non- 
distribution of income to members “ within 
areasonable time’’ was dealt with by Section 
21 of the Finance Act, 1922 and, subject to 
the provisions of the Act, the Special 
Commissioners were empowered to direct 
that the income of the company for a year 
*rperiod should be deemed to be the income 
of its members and apportioned between 
them. As usual in such cases, loopholes 
Were soon discovered, and in the Finance 
Act, 1927 many of these were dealt with by 

Hon 31. One form of evasion is indicated 


by the terms of sub-Section (4) and, in the 
case of a resolution to wind up what may be 
called a Section 21 company, it was there 
provided that : 
the income of the company for the period 
from the end of the last . . . period for which 
accounts . . . have been made up to the date 
of the . . . resolution for winding-up shall .. . 
be deemed to be income of that period 
available for distribution to the members. . . 
and, as respects that period . . . the said 
Section, [i.e. Section 21], shall apply as if 
the words “‘ within a reasonable time”. . . 
were omitted therefrom. 


and by sub-Section (6) it was further pro- 
vided that : 

The income apportioned to a member. . . 
for the period from the end of the last year 
or other period for which accounts have been 
made up to the date of the . . . resolution for 
winding-up, shall, for the purposes of sur-tax 
be deemed to have been received by him on 
the date of that . . . resolution. 

The direction under Section 21 had been 
made on December 18, 1951, and covered 
the whole period from January 1, 1946, 
to July 15, 1947. Accounts for the year 
1946 had been certified by the auditors on 
August 1, 1947, and accounts for the three 


months to March 31, 1947, had _ been 
certified by the auditors on November 1, 
1948, and both of these accounts had been 
approved at an extraordinary general meet- 
ing of the company on April 30, 1952. The 
appellant claimed that in view of the use of 
the word “have” instead of “had” 
the Special Commissioners had to consider 
the position as it existed at the time they 
made their direction or at any rate after the 
winding-up resolution, and not as it existed 
at the date of the winding-up resolution, 
with the result that a direction was only 
feasible for the last few weeks prior to that 
date. Vaisey, J., however, held that the 
Crown’s contention was right and that the 
accounts referred to in the sub-Sections 
were those made up either before or on the 
date of the winding-up resolution. At the 
close of his judgment Vaisey, J., said it was : 
in essence a short and not very difficult 
question of construction. Grammar was 
appealed to ; logic was appealed to; and 
I am not sure that common sense was not 
mentioned. 
but, however viewed, his decision must be 
for the Crown. It would have been a serious 
matter for the latter otherwise. 


Tax Cases—Advance Notes 


By H. MAJOR ALLEN 


Court oF AppEAL (SINGLETON, BIRKETT 
AND Hopson, L.JJ.) 

John Hudson & Co., Ltd. v. Kirkness. 

November 27, 1953- 

The facts and decision in this case were 
reported in Accountancy for September, 
1953, at page 297. The Court of Appeal 
unanimously affirmed the decision of 
Upjohn, J., and dismissed the Crown’s 


appeal. 


C.I.R. v. Universal Grinding Wheel 
Co., Ltd. December 2, 1953. 

The facts in this case and the decision of 
Upjohn, J., were reported in ACCOUNTANCY 
for August, 1953, at page 264. The Court of 
Appeal affirmed the decision of Upjohn, J., 
(Hodson, L.J., dissenting) and dismissed 
the Crown’s appeal. 


Boarland v. Madras Electric Supply 
Corporation. December 9, 1953. 

The facts in this case and the decision of 
Upjohn, J., were reported in AccouNTANCY 


for October at page 330. The Court of 
Appeal unanimously affirmed the decision 
of Upjohn, J., and dismissed the appeal of 
the Corporation. 


Burlah Trust Ltd. v. C.I.R.; Halbur 
Trust Ltd. v. C.I.R. December 8, 1953. 

The facts in this case and the decision of 
Upjohn, J., were reported in ACCOUNTANCY 
for October at page 330. The Court of 
Appeal unanimously affirmed the decision 
of Upjohn, J., and dismissed the companies’ 


appeals. 


Patrick v. Broadstone Mills Ltd. 
December 11, 1953. 

The facts in this case, and the decision of 
Vaisey, J., were noted in AccounTancy for 
September, 1953, at page 302. 

The Court of Appeal, unanimously 
affirming the judgment of Vaisey, J., 
dismissed the company’s appeal, and in 
effect rejected the “ base stock ” method of 
valuing stock-in-trade as inappropriate for 
tax purposes. 
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FINANCE 


The Month 


in the City 


A Modest Reaction 


WHILE THE PRINCIPAL TOPIC OF DISCUSSION 
in investment circles has, probably, been 
the whole complex of development surround- 
ing the question of take-over bids, there 
have been a number of other factors which 
have, together, been more important in 
their influence on prices. To take some of 
the favourable factors first, the take-over 
bids themselves and the increase in distri- 
butions to which they made some contribu- 
tion served to improve market sentiment 
and to push up some prices. Further, 
company results actually announced now 
tend to refer to a period of recovery and, 
to that extent, act to favour the bulls. 
In the commodity group rubbers were 
sought on the news of some holding back 
of sales from stockpiles in the U.S.A., 
while gold mines recovered on the December 
dividends and more information about the 
possible role of uranium in future earnings. 
Except for special instances, however, the 
adverse factors proved more powerful. 
Point was given to the Chancellor’s earlier 
warnings by the appearance of a very 
heavy supplementary estimate for food, 
while more than one Minister has been at 
pains to stress the need for more exports 
if we are to keep our heads above water. 
The engineering strike and the threat of 
further action also had a depressing effect. 
Finally, although some of the comment 
on the prospect of an American recession is, 
perhaps, slightly less alarming than it was, 
it is being much more widely spread. 
All these factors, coupled with the after 
effects of the United Steel offer and new 
demands upon U.K. savings from Austra- 
lasia, sufficed to reduce prices fractionally 
and to produce a discount on the United 
Steel stock. The tendency to refer to this 
issue as a failure is to be deprecated. The 
fall at the time of writing is some 1-67 per 
cent., compared with virtually no change in 
the general run of industrial equities. 
If the underwriters have been able to clear 
the decks for a further offer at this price, 
it would be reasonable to refer to the 
operation as highly satisfactory, in view of 
the conditions of the time. The general 
picture, as reflected in the indices compiled 
by the Financial Times, is as follows, for the 
period November 24 to December 16: 
Government securities fell from 100-76 to 
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100°28, fixed interest from 112-48 to 
112-24 and industrial ordinary shares 
from 128-2 to 128-0 while gold shares 
rose from 83-50 to 85-03. 


New Borrowing 


Apart from a number of small placings 
the main demands on the investor have 
been a conversion issue by the Australian 
Government through the offer of over 
£10,750,000 4 per cent. stock 1966-68 at 994. 
As the market weakened this was not a 
success, some 56 per cent. being left with the 
underwriters. The market opened at a 
discount but the price climbed to a modest 
premium as selling dried up. This was 
followed, at an interval of a fortnight, 
by an offer of £10 million 4 per cent. stock 
of New Zealand maturing 1976-78 and 
priced atg8}. This was well over-subscribed, 
but suffered a similar fate. The former 
was not new money but the latter was, 
being intended to finance, in the main, 
purchases from this country in connection 
with the Murupara project now being 
undertaken by the Tasman Pulp and Paper 
Company in which the New Zealand 
Government 1s a shareholder. So far as 
can be assessed at this stage this is a fully 
economic project and as such is almost 
the first instance of money being raised here 
for the type of project envisaged by the 
Prime Ministers’ Conference, now almost 
a year old. There were a number of further 
demands for new money in comparatively 
modest amount which, no doubt, helped to 
keep down established prices. 


Telephone Properties 


A development which raises questions of 
some importance is the decision of the 
board of Telephone Properties not to distribute 
the proceeds of the sale of their main asset 
but to continue to run the company as an 
investment trust. The company in question 
has an age of some twenty years, but its 
sole business has been to hold the shares 
of a company operating in Venezuela which 
has a much longer history. The position 


is slightly complicated by the fact that 
another company, under similar Manage. 
ment, is already run as an investment trust 
and that this company has a substantia) 
holding in Telephone Properties. However, 
the action of the directors, taken withoy: 
reference to the independent shareholder, 
has raised something of a storm and que. 
tions are being asked in Parliament with 
the possibility of an investigation unde 
Section 165 of the Companies Act, 1948 
in the offing. Equally high-handed action 
by the directors of Savoy Hotel has now been 
cancelled by agreement, as set out in a note 
on page 1; and quite without prejudging 
the wisdom of leaving money in the hang 
of an experienced Board, rather than distri. 
buting it to shareholders who might no 
re-invest it, the whole matter is one which 
ought not to be allowed to go by default, 
since it is capable of discouraging invest 
ment in risk capital and encouraging a 
drive for over-liberal distributions of 
earnings. 


Scottish Bank Dividends 


At the end of last month, shareholders in 
Barclays Bank sanctioned a capital reorgan- 
isation scheme with which was associated 
an increase in dividend. Now the National 
Bank of Scotland, an affiliate of Lloyds Bank, 
proposes to pay up an additional 3 per 
cent. on its capital by a transfer from reserve, 
making the shares 25 per cent. paid, and to 
convert the stock from £500 to £1 units. 
The dividend is unchanged at 16 per cent. 
Meanwhile, two independent banks, the 
Royal and the Commercial, have both raised 
their dividends by one point to 18 and 16 
per cent., respectively. The Royal balance 
sheet will not be available for some time, 
but those of the Commercial and National 
both show a rise in advances against the 
trend of the English banking system for the 
period covered by the Scottish accounts. 
The English figures are now taking ai 
upward turn, despite continued repayment 
out of capital issued by the Gas Council 
Taken in conjunction with some recent 
developments in English banks, it seems that 
the period of stagnation in banking distn- 
butions is at an end and that the year-end 
results may be of some considerable interest. 


Inspector of Foreign Dividends 


The address of the City Office of the Inspector 
of Foreign Dividends is now: Room 4%; 
Fourth Floor, City Gate House (East Entrance), 
39-45 Finsbury Square, London, E.C.2. 
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Points From Published Accounts 


The Accountant Annual Award 


js already announced (see ACCOUNTANCY, 
November, 1953, page 352 and December, 
1953, page 401), The Accountant proposes 
i make one or more awards annually 
i companies whose shares are quoted on 
arecognised stock exchange in the United 
Kingdom, in relation to the form and 
contents of the reports and accounts 
as issued to their members. 

The Accountant announces that the factors 
which will be considered by the panel of 
judges will include the adequacy of the 
information given and its presentation. 

Companies are requested to send, for 
consideration, copies of their reports and 
accounts (with any chairman’s statement 
circulated therewith) to: The Secretary, 
The Accountant Annual Award, 4 Drapers’ 
Gardens, Throgmorton Avenue, London, 
E.C.2. 

These should be sent at the time of 
publication but for the 1954 award it is 
requested that they be sent so as to reach 
the secretary not later than January 30, 
1954. 

The award in 1954 will be made in 
respect of the reports and accounts laid 
before the company in general meeting 
within the year ending December 31, 1953, 
and being for the financial year or other 
financial period ended last preceding that 
date. 


Divided Loyalties 
dilen and Hanburys divides its loyalties. 
The parent profit and loss account is spread 
across two pages in columnar form, whereas 
the group profit and loss account occupies a 
ingle page and is in tabular form. Before 
itriking the net profit attributable to the 
group the company adds tax adjustments 
and a debenture redemption surplus; in 
view of their fluctuating nature, it would 
sem preferable to treat these as “‘ below 
the line ” items. 

_The company is saddled with no less than 
ix classes of issued share capital; in setting 
out the dividends as follows, it avoids 
rg the separate requirements for each 
Class: 

Divivenps: £ 


Interim paid .. + 40,170 

Proposed final 48,310 

88,480 

Less Tax .. 40,210 
£48,270 © 


(Preference and Preferred Ordin- 
ary £16,931, Ordinary £31,339.) 
This concertina policy is justified by the 


good cover for the dividends, but it would 
be inappropriate if earnings were to drop 


sharply. 


Express Model 

Two years ago London Express Newspapers 
came out with admirably illustrated ac- 
counts. The latest are not nearly as lush, 
but the basic presentation is the same and 
the company must be well in the running 
for an “‘ Oscar.””’ Marks may be knocked 
off for the absence of the chairman’s 
speech, even though the operating experi- 
ence is touched upon briefly in the report, 
and even though there is a fifteen months’ 
monthly record of sales of the four main 
newspapers of the group. But if the criterion 
is that the information which shareholders 
seek should be presented clearly and con- 
cisely there can be nothing but praise for 
these accounts. The company even pro- 
duces an analysis of where the money comes 
from and where it goes which may serve as 
a yardstick for any budding Lord Beaver- 
brook. It may be of general interest to 
note that the public paid £11,641,875 for 
the group’s newspapers, and that the 
enormous sum of £6,215,672 was paid by 
advertisers for space. 


Those Non-Recurring Items 


The practice of debiting and crediting non- 
recurring items before striking net profits 
continues at a disappointingly heavy rate. 
It would be incorrect, as well as unkind, to 
assume that the aim is to present a mislead- 
ing picture, as by footnotes or in the report 
or chairman’s speeches, these intrusions on 
what may be termed normal accounting 
procedure are often faithfully explained. 


Nevertheless, there must be a feeling of 


regret that the Companies Act was not more 
specific on the subject under discussion. 

With South Western Industrial Corporation 
we find that the tax debit is lightened by an 
unstated Excess Profits Levy recovery and 
by bringing to credit £24,705 over- 
provided for tax in the preceding year. A 
net profit of £178,298 is shown, after tax, 
so that these windfalls are very important; 
their inclusion in net profits is open to 
criticism. 

There is an even bigger proportionate 
adjustment of the tax provision of Nahums 
Holdings. The report describes the internal 
reorganisation of the group during the 
year, and states that one of its consequences 
“is that the sum of £24,921 has been 
released from the group current taxation 
liability and is included in arriving at the 


amount of £18,617 shown in_ the 
consolidated profit and loss account as a 
provision for taxation made in earlier years 
no longer required.”” After setting out the 
debits for income tax and profits tax, of 
£33,794, this £18,617 is deducted, and a net 
tax debit of £15,177 is made before arriving 
at what is, technically, correctly described 
as a “ group profit after taxation appropriate 
to the members of Nahums Holdings Ltd.” 
But weighing the position “ex” the tax 
windfall the net profit is very different from 
the £30,724 which is shown as cover for 
the £9,030 Preference dividend. 


Retained by Subsidiaries 


There is apparently no compulsion on 
companies to show the disposition of 
reserves and profits retained by subsidiaries 
in the group profit and loss account. In the 
great majority of cases a single figure is 
shown, but Wall Paper Manufacturers is an 
exception, and provides food for thought, by 
giving this detailed information: 


RESERVES AND Prorits RETAINED BY 
Sussip1AaRy COMPANIES 


£ 
General ‘ Me ‘ 50,000 
Stock Depreciation .. °F oe 
Renewal and Development 15,000 
Unappropriated Profits 11,781 
76,781 
Less: Proportion of losses of sub- 
sidiary companies attributable to 
shares held outside the group 27,181 
£49,600 


Regenerated Accounts 


The accounts of Rubber Regenerating are 
presented in a “ new guise,” and we trust 
we are not out of order in hoping that they 
come to the attention of the adjudicating 
panel which has been appointed by The 
Accountant in its scheme of awards for 
published accounts. We hope that this 
company is, along with others in a similar 
position, not penalised in the competition 
by the fact that it has no accounting prob- 
lems to overcome. There are no group 
accounts, for instance, for the simple 
reason that there are no subsidiaries, and 
there is only one non-recurring item which 
is wisely added on to the amount brought 
forward from the previous year. 

The entire layout impresses, with main 
headings in a bold blue ink. A list is given 
of the products marketed, and a novel 
feature is a reproduction of the auditors’ 
report on headed notepaper. Comparative 
figures are close alongside the latest figures 
throughout, and are printed in italics, and 
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the chairman’s speech is given useful sub- 
headings. In short, we cannot fault the 
accounts on any point. 


J. Hepworth 


A journalist acquaintance who writes 
frequently on company accounts is incensed 
with 7. Hepworth. The general practice these 
days is for companies to set comparative 
figures on the right of the latest figures, and 
it is a decided advantage if italics, coloured 
background, or some such distinguishing 
mark is used. J. Hepworth, however, uses 
no distinguishing features, and sets the 
comparative figures on the left of the latest 
figures. We did not express sympathy with 
our acquaintance—he realised his blunder 
before he put pen to paper—but we did 
remark that he had had a salutary experi- 
ence. Looking at the accounts objectively, 
a criticism is that they could have been 
presented with more enterprise in the choice 
of type faces. 


Letters to 


Apparatus on Rent or Hire 


Because of the profound effect that initial 
allowances tax relief can have on net 
revenue it is interesting to note the treatment 
adopted by Calor Gas Holding. This is 
described very usefully in two footnotes 
to the accounts, and shareholders would be 
brought entirely into the picture if they were 
told the precise £.s.d. mechanics. This 
point is made because there is no guarantee 
that the company’s remarkable expansion 
or initial allowances tax relief will continue 
ad infinitum. The footnotes are as follows: 


Hire of Gylinders Revenue Carried Forward 


Amounts received from the hire of cylinders 
under the terms of the operating companies’ 
standard form of contract (by which cus- 
tomers on payment of a fixed sum acquire 
the right to the use of cylinders so long as 
they use “ Calor” gas) are spread equally 
over eight-years to correspond with the period 
over which the cost of cylinders is written 
off. The amount received up to July 31, 1953, 
for which credit has not been taken in the 
profit and loss account is £885,658. This will 


be subject to taxation as and when it js 
brought to the credit of revenue, at which 
times further wear and tear allowances will 
be due for taxation purposes approximatin 
to the depreciation charge in the accounts, , 


Taxation 
As the initial allowances granted under the 
Income Tax Acts considerably reduce the 
charge for taxation in the years in which ney 
plant is purchased with consequential jp. 
creases in the charge for succeeding year, 
the charge for income tax in the consolidated 
profit and loss account has been calculated 
so as to spread the allowances to be granted 
equally over the expected life of the plant. 
Dictograph Telephones, which derives sp 
much of its profits from rental income that 
the directors are not greatly concerned over 
the reduction in cash sales, partly assists jx 
shareholders by showing the amount tied up 
in rental installations, but does not go the 
whole way and show rental income separ. 
ately in the profit and loss account. Again, 
there is no explanation in the accounts of the 
treatment of initial allowances relief, which 
must clearly be an important factor. 


the Editor 


Treatment of Travelling Expenses 


Sirn,—I have read the letter of the 
Reverend Alan D. Rogers and Mr. Spicer’s 
reply (Accountancy, December, page 
404), and am amazed that both gentlemen 
seem to imagine that a business man is not 
morally justified in using any means to 
evade taxation provided it be within the 
letter of the law. 

I have been both a practising accountant 
and also a lay preacher for many years, and 
I am distressed that both a clergyman and 
an accountant should apparently assent to 
the proposition that a business man is 
acting immorally or unethically if he pays 
the tax which the law requires without 
seeking to add something to it which the 
law does not require. 

I have always understood that a person is 
obliged to pay tax in accordance with the 
law, or to use Mr. Spicer’s term, in accor- 
dance with the letter of the law. It is 
well known that the Revenue authorities 
require the observance of the letter of the 
law, and that there is a high judicial dictum 
that no man is under any obligation to order 
his affairs in such a way as to attract more 
taxation than they would otherwise attract. 
It does seem to me, therefore, that any 
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suggestion that it is unethical for a business 
man so. to order his affairs that he pays as 
little tax as he legally may is itself an 
immoral and unethical suggestion. Perhaps, 
however, Mr. Rogers and Mr. Spicer will 
be able to inform my conscience if I am 
wrong. 
Yours faithfully, 
METCALFE COLLIER, F.S.A.A. 
London, W.1, 
December 8, 1953. 


Rev. Alan D. Rogers writes as follows: 


Mr. Collier raises an important issue: is a 
business man morally justified in’ using any 
means to evade taxation provided it is within 
the letter of the law? My personal opinion is 
that he is not, and I base this opinion on the 
consideration that human justice and human 
law, however good they are, are inferior to 
Divine Justice and the Divine Law. What may 
be legal in the eyes of the law of men may be 
contrary to the Law of God: the re-marriage 
of divorced persons is one instance. Moreover, 
in the present imperfect state of human society, 
severe injustices may be done although the 
letter of the law is adhered to. A technical fault 
in a judge’s summing-up of a case may possibly 
result in the acquittal of the obviously guilty, 
or there may be insufficient evidence to convict 
a man who is, in fact, guilty. The fact that 
the letter of the law has been adhered to is not 


in itself proof that justice has been done: 
at least that must be the view of a theist, 
although an atheist, who sees law as based only 
on human contracts, would perhaps disagree. 

It is, as I understand it, a principle of moral 
theology that man is a moral agent charged 
with the duty of seeking the common good 
rather than private advantage. It is from this 
standpoint that the legitimacy of busines 
methods should be judged. I suggest that the 
Christian business man’s first concern should 
be to fulfil the Law of God, and only secondarily 
to comply with human law. Where the two 
conflict, as they increasingly do, it is his duty 
to obey God rather than men, even if such 
obedience involves him in financial loss. On 
that principle, I think, travelling and entertain- 
ment expenses should be estimated: our ques 
tion should be ‘“* What can honestly be claimed 
as expenses?’ not “ What can I get away 
with? ” It is not our business, pace Mr. Spicer, 
to take into account, in estimating our expensés, 
the dishonesty of anyone else, even if that person 
be the tax collector. 

The whole issue, of course, needs far fuller 
treatment than letters can provide. 


Mr. E. E. Spicer writes: 


It is, I think, possible to interpret too literally 
the dicta of certain very eminent Judge 
regarding the moral aspect of tax avoidance. 

As a general proposition it is, of course, true 
that the legality of an action overrides all other 
considerations, but exceptional cases mus! 
arise from time to time, which are so artificial 
in character and which are based on such doubt 
ful ethics as to render them undesirable, if 0 
technically unjustifiable. 

It may resolve itself into a question of “ good 
form”? or “good taste” rather than morals 
but, in the end, it comes to much the same 
thing. 
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Readers’ Points and Queries 


Inter-Company Payments under 
Section 20, Finance Act, 1953 


Reader’s Query.—I am grateful for the 
information contained in your reply to my 
previous query (ACCOUNTANCY, December, 
page 403). It is obvious that my own 
company must purchase the shareholding of 
the second company before the beginning of 
the next financial year if advantage is to be 
taken of Section 20. 

Since the second company is now making 
small profits, it would appear that there is 
jittle point in making it a subsidiary of my 
own company, for is it not a fact that the 
Act does not give relief for past losses of a 
subsidiary company if that subsidiary has 
only recently been acquired? That is, 
asuming £10,000 tax losses available for 
the second company, a subvention payment 
to that company to cover the amount 
would be disregarded for the purposes of 
Section 20. 


Reply—A_ subvention payment can only 
effectively be made for losses in the first complete 
accounting period of the payee company after the 
relationship of associated company is attained. 


Date of Commencement 

Reader’s Query —A limited company re- 
commenced trading on April 1, 1950, after 
an inactive period of 44 years. Assessments 
were raised on profits on the basis of a new 
business for 1950-51 onwards. As the profits 
for 1952-53 showed a marked decline a 
claim was made under Section 129 of Income 
Tax Act, 1952. This claim has been rejected 
by the Inland Revenue, who contend that 
the first year of assessment was 1949-50, the 
accounts of the company being made up 
annually to March 31. 

It has been argued that normally the 
Revenue accept the year to March 31 as 
coincidental with the fiscal year, and in 
fact the Inspector did so in this case, as he 
raised no assessment for 1949-50. His reply 
that the profit was so small that it was not 
worthwhile making an assessment is not 
convincing, as assessments are frequently 
raised on small figures. 

Itis felt that the inspector is resisting the 
claim on a mere technicality, and if this is 
the general practice publicity through your 
columns will be of interest to accountants, 
who will then be able to warn their clients 
of the danger of taking over or commencing 
: business on April 1, and the advantage of 
delaying matters for six days. 


Reply.—Section 129 gives relief for the year 
next but one after the year of assessment in which 
the business was set up and commenced. The 
reader admits that the business started on Apvril 1, 
1950, which was in the year 1949-50, and, 
therefore, the claims could only arise in respect of 
1950-51 and 1951-52. Many factors have to be 
taken into account in deciding on the date of 
commencement of a business and to commence on 
April 1 sometimes has its advantages. 


Personal Attendance of Appellant at 
Appeal Meeting 


Reader’s Query.—We recollect reading a 
statement that the Commissioners of Inland 
Revenue have no power to demand the 
personal attendance of a taxpayer at an 
appeal meeting in substitution for or in 
addition to that of an agent. 


Reply.—That ** the Commissioners of Inland 
Revenue have no power to demand the personal 
attendance of a taxpayer at an appeal meeting ” 
is literally true, because the rights of the Com- 
missioners of Inland Revenue in relation to the 
appeal procedure are virtually non-existent. 

The powers of the Appeal Commissioners 
themselves are a very different matter and are set 
out in Sections 50 et seq. of the Income Tax Act, 
1952. The whole subject was considered 
exhaustively by the Courts in the case of Rex v. 
the Special Commissioners of Income Tax 
(ex parte Elmhirst), 20 7.C. 381. It is 
impossible to epitomise the judicial views which 
were expressed in that case, but study of it will 
suffice to show that if an appellant does refuse to 
attend personally before the Appeal Commissioners 
the consequences to him may be serious. Sub- 
Sections 3 and 5 of Section 52 are in point. If the 
Appeal Commissioners consider it necessary to 
examine the appellant himself and he refuses this 
opportunity on the grounds that he is represented 
professionally, the Commissioners would be 
entitled to take his refusal into account in reaching 
their final determination. 


Articled Clerks—National 
Insurance 


Reader’s Query—On page 345 of the 
November issue of AccounTANcy I was 
interested to read the note about national 
insurance contributions for articled clerks. 

Obviously this must of necessity be a 
much abbreviated account of the decision 
of the Minister, but from its wording I am 


led to believe that the case which was 
decided referred to an articled clerk who 
was actually paid in cash the cost of his 
lunches. It seems to me that this may well 
be on a very different footing from the sort of 
scheme which is in operation in my office, 
whereby all our staff, including articled 
clerks, are given luncheon vouchers of a 
fixed daily amount for each working day, 
the vouchers being encashable at various 
restaurants in payment of bills. No change 
is given if the bill comes to less than the face 
value of the vouchers and in no circum- 
stances are any of the staff entitled to 
receive cash in lieu of vouchers. I have 
therefore always treated this as not repre- 
senting any gainful employment of the 
articled clerks. 


Reply.—We referred this question to the 
Ministry of Pensions and National Insurance, 
who state that in their view these clerks are 
gainfully occupied for the purposes of the National 


Insurance Acts. 
The Ministry's Leaflet N.I.31 states: 


If an apprentice is in receipt of remuneration, 
whether in cash or in kind, his occupation must be 
regarded as “‘ gainful”? and consequently he will be 
included in the employed persons’ class.... If he 
receives no money payment, but receives remuneration 
in kind from his employer (e.g. board and lodging) 
the whole of the contributions... are payable by 
the employer and no part may be recovered from the 


apprentice. 
The term “‘ apprentice ”’ is defined as including 


articled clerks. 


Property Investment Company 


Reader’s Query.—A client who owns vari- 
ous properties is considering forming a 
company (unlimited) to take over the 
properties, and asks whether directors’ and 
secretaries’ remuneration would be allow- 
able as deductions from the rents receivable, 
so reducing the profits below the net 
Schedule A assessments, in which case a 
Section 341 claim might arise. The com- 
pany would be a private one and under 
directors’ control. 


Reply.—Directors’ and Secretaries’ remunera- 
tion would be divided between that appropriate 
to managing the properties (which would go into 
the maintenance claim under Section 101) and that 
appropriate to managing the company (which 
would go into a Section 425 maintenance extension 
claim). A property holding company cannot have 
a Section 341 claim as it carries on no trade. In 
the Section 425 claim only remuneration wholly 
and exclusively laid out for the purposes of the 
business would be allowable. 

What is reasonable depends on the facts. Some 
guidance may be had from Copeman v. Wm. 
Flood & Sons, 24 T.C. 53, and Stott and 
Ingram v. Trehearne, 9 T7.C. 69. See also 
L. & N. Estates Co. v. Harris, 16 T.C. 128. 
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Publications 


ACCOUNTING TERMINOLOGY BULLETINS, Num- 
ber 1—Review and Résumé. (Prepared by the 
Committee on Terminology, American Institute 
of Accountants, 270 Madison Avenue, New York 
16, N.Y., U.S.A. No price stated.) 


This is the first of a series of bulletins 
on terminology to be issued by the Ameri- 
can Institute of Accountants, separate from 
the bulletins on accounting procedure. It 
comprises a review of eight of the series of 
accounting research bulletins previously 
published, which were prepared by the 
Committee on Terminology. These eight 
were omitted from the re-statement of 
Research Bulletins 1 to 42, recently issued 
as Bulletin 43. 

Much of the booklet has special reference 
to the requirements of American law, but 
the British reader will, nevertheless, find it 
of considerable interest. The terms dealt 
with include: accounting; accounting 
principles; balance sheet—assets—liabili- 
ties; income—profit—earned surplus; value; 
audit; depreciation; reserve; surplus. 

The definitions of accounting and account- 
ing principles would meet with general 
approval in this country. Accounting was 
defined in 1941, and it has not been thought 
necessary to amplify or amend it. Study 
of the definition brings the reflection that 
there has indeed been an enormous exten- 
sion of the accountant’s function in modern 
times. 

The term “surplus” has never been 
in common use in this country, and it 
receives a good deal of criticism from the 
Committee. However, it is apparently still 
widely used in America. 

Discussion of the many senses in which 
** reserve ’’ is used may seem rather strange 
to British readers, accustomed as we now 
are to the Companies Act, 1948. The 
Committee agrees substantially with the 
view of the Companies Act, but does not 
like the term “ provision,” preferring 
** estimated liability.” 

There is a_ lengthy discussion of 
** depreciation,” which appears to have 
given the Committee a good deal of trouble. 
The concept finally accepted is that of 
systematic amortisation of cost over the 
estimated useful life of the asset. This is con- 
trasted with replacement and _ other 
** methods of recognising the fact that the 
life of certain fixed assets is limited.” 

Another term which seems to have given 
a great deal of trouble is “‘ asset ” and the 
final definition is rather lengthy and 
clumsy. It seems to have been framed 
so as to include all balances which appear 
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on the right-hand side of our conventional 
balance sheets. A. T. M. 


BALANCE CARRIED FORWARD. By R. R. 
Coomber, F.c.A., F.S.A.A. (Penguin Books, 
London. Price 2s. 6d. net.) 


This little book in the well-known 
** Pelican ” series has been written “ as a 
guide primarily for those who run their own 
businesses.” If sole traders, partners and 
directors of small companies will spare the 
time to read it they will have a better under- 
standing of their annual accounts: This 
must eventually lead to better business 
results and an annual “ balance carried 
forward,” a consequent benefit to the com- 
munity as a whole and an easing of the 
practising accountant’s many duties. How 
often does one read in professional adver- 
tisements “‘ knowledge of incomplete records 
essential! ” 

The butcher, the baker, the candlestick 
maker all say of accounts: “‘ That’s not my 
job, I don’t understand figures, I leave it all 
to my accountant.” The preparation of 
accounts is certainly a specialised business, 
like the preparation of joints of meat and 
loaves of bread; so, too, “‘ every man to his 
own trade,” and “a little knowledge is 
dangerous,” are good axioms. But there is 
no implication that traders should imbibe 
the author’s knowledge and then prepare 
their own annual accounts: merely that 
they should gain some knowledge of the 
why’s and wherefore’s of preparing accounts 
in the form of a balance sheet and profit and 
loss account, and of the trends and results 
of the business which these accounts show. 

Ask the majority of small business men 
why accounts are prepared in their present 
form and the proportion who know will be 
very small. A large number probably think 
there is no particular reason—that the form 
is merely a survival from earlier times, 
like the slit provided in the back of a man’s 
coat to accommodate the sword he no 
longer carries. This book sets out compre- 
hensively the advantages to be gained from 
well-kept accounts. 

The introduction, although it runs to 
28 pages, is not unduly protracted; the 
various aspects of elementary book-keeping 
are then outlined, and the final chapters are 
devoted to an outline of cost accounts and 
the book-keeping problems of particular 
trades and _ professions. Holiday pay, 
National Insurance, P.A.Y.E., internal 
check, partnership and private companies 


are sufficiently dealt with. The co; 
is a useful little book which < 
fulfils its purpose. 

One criticism, which is com: 
number of publications. Where »< 
made to an example “ shown above,” jt j 
irritating to find that the example is on the 
facing page or overleaf. Surely a little ca 
on the part of those responsible for make-up 
and final proof-reading would avoid thew 
mistakes—mistakes that are admittedly 
small, but not for that reason pardonable. 

K. T. H. N, 


MANAGEMENT ACCOUNTING. By Leslie J, 
Wheeler. (Gee @ Co. (Publishers), Lit, 
Price 215. net.) 


There have been several books written on 
this subject and many articles explaining the 
theories of management accounting have 
been published in accounting journals. This 
book is different from many of the othe 
publications in that it will be found interes. 
ing and capable of being understood by 
readers outside the accountancy profession, 

After a general introduction to cost 
accounts and management requirements in 
the opening chapters, the author takes the 
reader through a more detailed study of the 
theory and practice of marginal control. 

It is refreshing to read that the figures 
from which a “ straight line ” break-even 
chart is prepared are very seldom met with 
in practice and examples of break-even 
charts are given which are based on 
practical figures. These charts are worthy 
of careful study since they cater for changes 
in semi-variable expense at different level 
of output, whereas the usual break-even 
chart shows only fixed and _ variable 
expenses. 

No book on management accounting 
would be complete without reference to 
standard costing, and this book is no 
exception. The variances normally met 
with in the operation of a standard costing 
system are explained and very sound advice 
is given to the accountant on the interpreta- 
tion of the figures. It is suggested that the 
accountant should abandon the tendency 0 
regard variances merely as theoretical 
reconciliations between anticipated and 
actual figures. To accomplish their real 
purpose the figures must at the same ume 
point to a cause, thus indicating a remedy. 
The author points out that a standard 
costing system can be useful as a tool ® 
the hands of management only when the 
latter fully understands the significance 0 
the variances which arise. If managemet! 
understands the cause of a variance, action 
can be taken to eliminate it in the future. 
Accountants operating standard costing 
systems might well profit by these observ 
tions and consider whether their manage 
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vents do, in fact, grasp the significance of 
xcellenth 


eir figures. 

\ chapter deals with the interpretation 
d presentation of information. The 
wthor confines his remarks to practical 
qvice on the “do’s” and “ don’ts” in 
resenting figures and does not bore the 
ader with too many examples. He 
serves that it is probably true to say that 
ve out of ten reports contain more 
formation than is strictly necessary—a 
tement with which, no doubt, many 
mrassed Managements would agree. 

E. C. S. 
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HE FINANCIAL PROBLEMS AFFECTING LAND- 
owners. By Stanley A. Spofforth, F.c.a., 
s.a.A. (The Incorporated Accountants’ Research 
ommittee, London. Price 2s. net.) 


eslie Y, 
rs), Lit 


7 a “MR There has been a singular lack of books 
ining the ealing specifically with the financial 
ng havi f landownershi This recent 
als. Thogere’® Of Jan ow p. 


publication of an address by Mr. Stanley A. 
pofforth to the Country Landowners’ 
\sociation is an admirable survey both of 
andowners’ problems and of their solution. 
Reviewing the incidence of death duties, 
fr. Spofforth deals briefly with the 45 per 
ent. abatement from Estate Duty accorded 
oagricultural property, and shows how this 
ay be lost if a landed estate is transferred 
oa private company. He also lists many of 
he advantages and disadvantages of 
anded estate companies, thus providing a 
aluable reminder of the points to be 
atched in connection with the transfer of 
property to corporate ownership. 

That the cost of farm repairs has risen out 
of proportion to agricultural rents is now 
generally recognised, and the author of the 
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yoo booklet has illustrated this rise in expendi- 
ure in a striking way. Quoting the cost of a 
ounting s-bay Dutch barn as £220 in 1939, he shows 
—*s he cost in 1953 to be £570. Floor boarding 
is no 0° -—1 in. by 5$ in.) cost 16s. 8d. at the 
lly met ormer date, and is now £2 17s. 3d. Similar 
costing ™PAtisons support the contention that 
1 advice Xpenditure on essential repairs and 
erpreta- maintenance has approximately trebled 
‘hat the We'" the past 15 years, thereby emphasising 
lency to he need for a general increase in farm rents. 
cocci is a well-known maxim that a taxpayer 
d and Mutled to arrange his affairs so as to 
sir real em his liability to the Inland Revenue. 
ne time ln a section of the booklet Mr. Spofforth 
emedy. pacUsses income tax, and here he outlines 
andar | ™intenance, capital expenditure and 
tool in her claims, and—in his own words— 
ren the kes ““ suggestions as to what the land- 
ance fuer and farmer can do to help himself.” 
gemen As regards financial aid, this publication 
action @ rises the main sources for borrowing 
future. ‘ney, and schedules the grants, subsidies 
costing iid acreage payments available to 
bserva- andowners ind farmers. 
anage- Being in substance a lecture, the scope of 


“8 survey is of necessity limited. Indeed, 


the author is to be congratulated on 
compressing so much vital information 
into 20 pages. Although intended primarily 
for landowners, this review is of consider- 
able interest to all those who are concerned 
with the accounts and taxation of landed 
property. W. W.-W. 


THE ORGANISATION AND ACCOUNTS OF 
COMPANIES LIMITED BY GUARANTEE. By 
R. R. Coomber, F.c.A., F.S.A.A. Practice 
Notes No. 13. (The Incorporated Accountants’ 
Research Committee. Price 2s.) 

It is pointed out in the first paragraph 
of this booklet that it is concerned only 
with companies limited by guarantee and 
without share capital. In itself, this com- 
ment serves as a useful reminder that there 
are provisions in the Companies Act, 1948, 
for companies limited by guarantee and 
having a share capital and that Table D 
contained in the first Schedule to the Act 
consists of a form of Memorandum and 
Articles of Association for such companies. 
It is stated, however, that “ usually if it 
is required that a company shall have share 
capital the ordinary form of company 
where the liability of the members is 
limited by shares is preferred, and indeed 
the general form of organisation of the two 
types of company with share capital is 
almost identical, apart from the added 
liability of the guarantee in the one case on 
the company being wound up.” 

The text contains references to the pur- 
poses for which companies limited by 
guarantee are suitable, permission to omit 
the word “limited”? from the name, 
income tax exemption of charitable com- 
panies and the statutory books and registers. 

There is also a summary of the provisions 
of the Act relating to secretary, directors, 
meetings, registered office and accounting. 
This is clearly addressed to readers having 
knowledge of company law as applied to 
companies limited by shares and the notes 
could have been considerably shortened by 
confining them to those points at which the 
provisions are peculiar to companies limited 
by guarantee. 

The interesting point is made that a 
company limited by guarantee may be 
registered as a private company and that it 
may’ be an exempt private company. 
There is no reference to liquidation. 

eS! 
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THE SOCIETY OF 


Incorporated Accountants 


INCORPORATED ACCOUNTANTS AND 
OVERSEA TRAVEL 


A DinneR{or THE INCORPORATED ACCOUNT- 
ants’ District Society of Sussex was held at 
the Royal Pavilion, Brighton, on November 
13. 
The president, Mr. E. Webb, F.s.a.A., 
was in the chair, and the guests included 
the Deputy Mayor of Brighton (Alderman 
Dorothy Stringer, J.P.); the Hon. Sir 
Arthur Howard, K.B.E., C.V.0., D.L., J.P.; 
Mr. Bertram Nelson, J.P. (Vice-President, 
Society of Incorporated Accountants) and 
Mr. I. A. F. Craig (Secretary); Mr. A. L. 
Moore (Education Officer, Office of the 
High Commissioner for Australia); Mr. 
Howard Johnson, m.P.; Sir Reginald Sharpe, 
g.c.; Mr. C. D. Pilcher, j.p. (Chairman, 
Sussex Branch, Chartered Auctioneers’ 
and Estate Agents’ Institute); and other 
representatives of professional life in the 
area. 

The chairman read a telegram from 
Mr. C. Percy Barrowcliff (President of the 
parent Society) regretting his inability to 
attend and sending good wishes. 

The Hon. Sir Arthur Howard, «k.B.£., 
C.V.0., D.L., J.P., proposing the toast “ The 
Society of Incorporated Accountants and 
Auditors and the Accountancy Profession,” 
said he was glad to take the opportunity of 
expressing his personal indebtedness to 
many members of the Society in Sussex and 
elsewhere for the help and service he had 
experienced at their hands. 

Great as were the first thirty years of the 
Society, the subsequent thirty-five years 
had been even greater in achievement. 
Since the first world war, taxation had gone 
up enormously and the business man and 
the private citizen were faced with extra- 
ordinarily difficult problems. How those 
problems could have been sorted out 
without the help of the accountancy profes- 
sion he simply did not know. 

Because of the growth and reputation of 
the profession, more and more people 
would want their boys to be accountants, 
and many of them would have boys who 
just had not got the intellectual and other 
abilities to qualify. They must resist all 
demands to lower the very high standard 
maintained by the Society. If we lost our 
sense of personal responsibility in the 
country we could only go down instead of 
climbing up. Incorporated accountants 
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had a very great responsibility because of 
the reputation they had earned. 

Mr. Bertram Nelson (Vice-President of 
the Society of Incorporated Accountants), 
in acknowledging the toast, referred to the 
development of professional education. The 
purpose of such education was changing as 
professional techniques developed and as 
interpretation of accounts became increas- 
ingly important. It was desirable that 
students should know that the service which 
they would be rendering in their profession 
depended not only on their close reading of 
text-books but on wider interests and in 
taking part in the life of the profession. 
Education and enjoyment were closely 
allied: professional education could be 
made much more interesting and exciting, 
with a freshness and a sense of wonder. In 
most departments of knowledge, develop- 
ment was taking place in the common 
ground between two branches of study— 
between the doctor and the chemist, for 
example. The same was happening in 
co-operation between the accountant, the 
economist and the engineer. The Society 
had considerable responsibilities for pro- 
fessional education, with 8,000 student 
members—1,000 more than the University 
of Oxford. The Society had led the way in 
its participation in research, the Universities 
Scheme, refresher courses and the inaugura- 
tion of the Stamp-Martin Chair. In North 
America the profession had derived much of 
its strength from accountants who had come 
from this country, and the time might be 
coming when there might be a two-way 
movement within the British Empire so that 
the boundaries of education and practical 
experience might be widened. 

Mr. R. W. E. Bunn (Past-President of 
the District Society) proposed ‘ Our 
Guests.” In particular Mr. Bunn expressed 
the pleasure of the members in welcoming 
Mr. Nelson; the Deputy Mayor of Brighton 
(Alderman Miss D. E. Stringer); members 
of other professions, including the bankers, 
and finally the Rev. N. Williams. 

Mr. A. L. Moore, Education Officer, 
Office of the High Commissioner for 
Australia, proposed the toast of “ The 
District Society of Sussex.” He referred to 
the forthcoming visit of the Queen and the 
Duke of Edinburgh to Australia, where 
they would be received with admiration, 
respect and love. ? 

Doubts had been expressed about Aus- 


homeless people from Europe. Coupledfil s.. 


with that was the more realistic but selfish 
reason that Australia was determined jy 
increase her population quickly and have , 
labour force to develop her basic industries 
But they had now reverted to the origing| 
policy of maintaining a British majority 
among the migrants. 

Each year hundreds of Australians came 
to Britain for short working periods— 
doctors, engineers and scientists. It wa 
only natural that they wanted to learn fron 


Britain. But there was room for far morf, 


students and professional people to visi 
Australia, to learn something of Australia’s 
achievements and problems. Might le 
suggest that it would not b_ beyond the 
bounds of their Society to consider the 
advisability of allocating a _ Fellowship 
once every two years? 

Mr. C. D. Pilcher, J.P., proposing “ The 
Incorporated Accountants’ District Society 
of Sussex,” said it was the proper thing 
today to say that the standard of public 
conduct and public life had diminished, 


But in his experience the standard of all the 


professions, including accountancy, had 
risen to a great degree. That was because 
there had been no question of any body 
lowering its standards, and members of 
those professions became firm personal 
friends. He was sure that was true of the 
Sussex District Society. Mr. Pilcher con- 
gratulated the members upon their Pres- 
dent, Mr. Webb, who started life in the law 
and forsook it for accountancy, a profession 
in which he thought he would be happier. 

In acknowledgment, Mr. E. Webb 
(President of the Sussex Society) said the 
Society owed a great debt of gratitude to 
Mr. Barrowcliff and wished him a speedy 
return to good health. He referred to the 
valuable work of the District Society’ 
Hon. Secretary, Mr. A. G. Lee, 0.5.0. 
F.S.A.A., “ who, like all accountants, had 4 
very modest and genial disposition,” and 
to the services of their Treasurer, Mr. H. S. 
Sanders. 


NATIONAL OVERSPENDING 


Tue Jupiter DinNER oF THE WEST O 
England District Society of Incorporated 
Accountants was held at the Royal Hote 
Bristol, on November 26, under the 
chairmanship of Mr. Harold F. Leach, 
President of the District Society. The 
company included the Lord Mayor af 
Bristol (Alderman K. A. L. Brown, J’: 
and the Lady Mayoress; Mr. C. Percy 
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»rowclif, (President, Society of Incor- 
rated Accountants) and Mrs. Barrowcliff, 
ith Mr. 1. A. F. Craig (Secretary) and 
(rs, Craig; Sir Reginald Verdon Smith, 
4, B.c.L., and Lady Verdon Smith; 
ne Mayor of Bath (Alderman Major 
drian Hopkins, M.c.) and the Mayoress 
Bath; the Sheriff of Bristol (Mr. Alan 
). Wills, 0.B.E.) and Mrs, Wills; and 
epresentatives of other professional bodies, 

e Inland Revenue, and commerce and 
dustry. 

Sir Reginald Verdon Smith, M.A., B.c.L., 
proposed the toast of the Society of 
ncorporated Accountants. He said that 
he Society and its District Societies had 
hdded a lustre and distinction to public life. 
ccountancy was a profession which had a 
profound significance. It was true to say 
hat accountants nowadays were engaged in 
ackling problems of broad fiscal policy. 

Mr. C. Percy Barrowcliff (President of 
e Society of Incorporated Accountants), 
n response, said it was a strange fact today 
hatso many people cheerfully looked upon 
apital as an evil and the ownership of it as 

a crime. That apparently was why so few 
people were concerned at the present penal 
rate of taxation, which was taking away the 
saving margin and preventing capital 
ccumulation. In fact, present taxation 
vas doing more than that—it was using up 
he savings of previous generations. If we 
ould get over to the country at large that 
apital formation was vital to work and 
mployment—as of course it was—then 
aving and the forming of capital would 
once again be looked upon as a virtue. 
Vhat was more, there would be an irresis- 
tible demand for substantial tax reduction 
so as to leave the necessary saving margin. 

Capital and craftsmanship were indis- 
pensable to each other. It was capital 
which provided the tools for the job; these 
lols were factories, machinery, plant, 
equipment and the like. For some time 
now the country had been starved of the 
necessary capital for these purposes, and 
our industrial machine was beginning to 
tel the effects. 

Warnings had been constantly given by 
responsible industrial leaders for some years. 
It was, therefore, a little surprising that the 
Chancellor of the Exchequer in the previous 
week should have warned employers and 
rade unionists about their failure to secure 


én adequate increase in exports, when the - 


iifficulties were mainly a product of his own 
nancial policy. 

Mr. Barrowcliff suggested that the root of 
ur troubles lay in national overspending. 
ln 1950 Mr. Oliver Lyttelton had said that 
"a Budget of £4,000 million no ex- 
Penienced administrator would deny that 
Ne could make savings of a massive kind. 
Mr, Lyttelton was right, but strangely 
“hough little effort had been made to effect 


these massive savings. In fact, this year’s 
Budget had to provide for an expendi- 
ture of £4,250 million, which meant that 
instead of savings we got increased expendi- 
ture. There was too much complacency in 
high places about the free spending of 
public money, and it was little use criti- 
cising ordinary people for extravagance 
with such an example before them. 

Industry asked that the financial shackles 
be loosened and that it be allowed to 
plough profits back into its business 
enterprises so that they might become the 
most efficient in the world. The way was 
by an adequate reduction in taxation, 
which could only be made possible by a 
substantial reduction in public expenditure. 

Mr. W. G. A. Russell (member of the 
Council of the Society) proposed the toast 
of “ The City and County of Bristol.”” He 
said that the Bristol Aeroplane Company, 
by building the giant planes of the air, 
were keeping alive the heritage of which 
the city was so proud—the spirit of the old 
Merchant Venturers. 

The Lord Mayor of Bristol (Alderman 
Kenneth Brown) responded. He said that 
in days of old a man who saved money was 
considered to be a miser. Today he was 
considered to be a marvel. It might be 
true to say that after a person had got 
through supporting the Government he was 
almost an object for charity himself. 
Taxation laws had become so complex 
that they had more and more come to rely 
upon Incorporated Accountants. 

He had a great faith in the future of 
Bristol and in the younger people of today. 
He thought it was a good thing to have 
around them young people who did not 
know that some things could not be done, 
because there was a possibility that they 
might find that they could do them. 


DISTRICT SOCIETIES & BRANCHES 


CENTRAL AFRICAN BRANCH 
A NEW BRANCH OF THE SOCIETY HAS BEEN 
formed in Central Africa. The first Chair- 
man is Mr. R. F. Wuth (Messrs. Pulbrook, 
Wright & Underwood), Manica House, 
Manica Road, Salisbury, Southern 
Rhodesia—P.O. Box 62; and the Secretary 
of the Branch is Mr. B. Gelfand, 102-5 
Rywin’s Building, 91 Moffat Street, 
Salisbury, S.R.—P.O. Box 1854. A tempor- 
ary Committee has been appointed. 


SCOTTISH BRANCH 
A MEETING OF THE BRANCH COUNCIL WAS 
held at Glasgow on October 27. The 
chairman, Mr. Festus Moffat, 0.B.£., J.P., 


cordially welcomed to the meeting Mr. 
C, Percy Barrowcliff and Mr. I. A. F. Craig, 
President and Secretary of the Society of 
Incorporated Accountants. 

It was announced that future meetings 
of the Council would be held in the rooms 
of the Glasgow Chamber of Commerce. 

Council members were appointed to a 
Finance and General Purposes Committee 
and an Examination and Membership 
Committee. 

Reports from the chairman and secretary 
of the branch on university classes and the 
day release classes were considered. The 
views of the Council of the Society on 
advanced professional education were ex- 
plained by Mr. Barrowcliff and Mr. Craig. 
With university classes already available, 
Mr. Barrowcliff considered that the Scot- 
tish Branch could give a lead to the Saciety 
as a whole in encouraging the attendance 
of Scottish students at these. 


LONDON STUDENTS’ SOCIETY 


PRE-EXAMINATION COURSES 
SEPARATE PRE-EXAMINATION COURSES FOR 
both Intermediate and Final candidates 
will be held at Ashridge College, Berkham- 
sted, in April, 1954. The courses will run 
concurrently from Wednesday, April 21 to 
Monday, April 26. 

Lectures relating to Part I of the Final 
Examination will be confined to the first 
half of the course, and lectures relating 
to Part II will be delivered during the second 
half. Full details of the programme of 
lectures will be given in the February issue 
of ACCOUNTANCY. 

Application forms will be sent to all 
members of the London Students’ Society 
at the beginning of February, but students 
in other areas who wish to attend should 
apply in February to the Honorary Secre- 
tary of their Branch or District Society for 
the appropriate application form. 


LUTON AND BEDFORD BRANCH 
The second annual dinner of the Luton 
and Bedford Branch of the Incorporated 
Accountants Students’ Society of London 
was held at the Royal Hotel, Luton, on 
December 7, under the chairmanship of 
Mr. E, J. Frary, A.s.A.A., chairman of the 
branch. The guests included the Mayor of 
Luton (Alderman H. C, Janes, J.P.) ; Mr. 
j. A. Allen, F.s.A.A. past president of the 
Incorporated Accountants’ Students’ Soci- 
ety of London; Mr. C. Evan-Jones, 
Secretary of the Students’ Society ; and 
representatives of the church, the legal 
profession, and the Inland Revenue. 
The Mayor of Luton, proposing the toast 
of the Luton Branch, expressed surprise 
that the London Students’ Society was 
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founded as far back as 1890 and wondered 
what need the Victorian hat manufacturers 
had for accountants. He thought the pro- 
fession first came into prominence during 
the 1914-18 war, when this country had its 
first taste of crushing taxation. He also 
suggested that business control would be 
more effective if the directors and managers 
had some early training in the principles 
of double-entry book-keeping. 

Mr. E. J. Frary, in reply, expressed the 
students’ pleasure in welcoming the Mayor. 
The branch was growing rapidly, and tried 
to reflect all that was good in its London 
parents. Students should look ahead and 
prepare for the time when they would be 
representing the profession in practice 
or in other spheres. Integrity was the chief 
quality required by an accountant, because 
without it he could never inspire confidence. 

Mr. R. J. D. Thompson, A.s.A.A., vice- 
chairman of the branch, proposed the toast 
of the guests. One of the objects of the 
dinner was to introduce to students people 
of their own and other professions with 
whom they would meet and _ conduct 
business after they had qualified. 

Mr. J. A. Allen, F.s.A.A., in reply, stated 
that accountants must set an example in 
clarity of thought and speech. He advised 
students to take an interest in everything 
they could to make their Society something 
alive. 

LUTON AND BEDFORD BRANCH 


THE SECOND ANNUAL MEETING OF THE LUTON 
and Bedford Branch of the London Students’ 
Society was held on November 16, and the 
following officers and Committee were 
elected for 1954: Chairman: Mr. R. J. D. 
Thompson, A.s.A.A.; Secretary: Mr. R. E. 
Wright, A.s.A.A.; Assistant Secretary (Bed- 
ford): Mr. L. A. W. Jordan; Committee: 
Mr. E. J. Frary, A.s.A.A., Mr. D. Watts, 
A.8.A.A., Mr. P. G. Brown, Mr. C. G. May 
and Mr. B. Thompson. 


EAST ANGLIA 

On NovEMBER 19, THE MEMBERS AND 
students of the Cambridge Centre were 
invited to attend an informal reception at 
the University Arms Hotel, Cambridge, to 
meet the Vice-President of the parent 
Society (Mr. Bertram Nelson, J.P., F.S.A.A.); 
Professor F. Sewell Bray, F.C.A., F.S.A.A., 
Stamp-Martin Professor of Accounting; 
the President of the East Anglian District 
Society (Mr. F. G. F. Platten, M.c., F.S.A.A.); 
and members of the District Committee. 

At the meeting which followed, Mr. F. 
Keys, A.s.A.A., deputising as chairman 
owing to the indisposition of Mr. R. P. 
Thorne, M.A., A.S.A.A., welcomed the 
visitors, stressing the honour of Mr. Nelson’s 
visit. In reply, Mr. Nelson expressed his 
congratulations on the progress made by 
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the East Anglian District Society, and in 
particular by the Cambridge Centre since 
the inaugural meeting at which he presided 
in March 1952. 

Professor F, Sewell Bray described his 
work in the University of Cambridge, on 
the Society’s Research Committee, and as 
Stamp-Martin Professor of Accounting. 
He stressed the need for education and 
research in the profession, summarised 
the progress to date, and outlined possible 
future developments. A lively discussion 
followed. A vote of thanks to Professor 
Bray was proposed by Mr. Platten and 
seconded by Mr. R. H. Taylor, F.s.A.a., 
Hon. Secretary of the District Society. 


LEICESTERSHIRE AND 
NORTHAMPTONSHIRE 
Mr. J. G. Hurst, A.s.A.A., HON. SECRETARY 
of the Students’ Section, has removed to 
4 The Crescent, King Street, Leicester. 


. 


NEWCASTLE UPON TYNE 

A RADIOGRAM WAS PRESENTED TO Mr. 
J. E. Spoors at the Newcastle Luncheon 
Club meeting on November 26, in 
commemoration of his twenty years’ 
service as Secretary of the Newcastle 
District Society. Mr. A. Boyd, Vice- 
President, made the presentation with a 
witty speech. 

The speaker for the day was Mr. T. 
Wilkinson, Chairman of the Newcastle 
Stock Exchange, who gave a brief explana- 
tion of the working of the Stock Exchange. 


NORTH LANCASHIRE 
AT THE ANNUAL GENERAL MEETING HELD 
on December 7, the retiring members of the 
Committee were re-elected. 
All officers of the District Society were re- 
elected at a subsequent committee meeting. 


The East Lancashire Students’ Discussion 
group held its third annual dinner at the 
Petre Arms, Clayton-le-Moors, on Decem- 
ber 16. The President and Secretary of 
the District Society were present as guests 
of the students, and a pleasant evening 
was spent. 


SOUTH OF ENGLAND 


THE FOLLOWING OFFICERS HAVE BEEN 
appointed: President, Mr. C. J. B. Andrews; 
Vice-President, Mr. R. A. Etheridge; 
Committee, Mr. H. J. Bicker, Mr. H. E. 
Marshall, Mr. E. J. Waldron, Mr. E. 
Richardson, Mr. C. W. Elliott, Mr. G. L. 
Ratcliffe. Mr. R. G. Booth, Mr. J. M. 
Keeping, Mr. B. J. C. Buckle, Mr. K. M. 
Eames, Mr. B. A. Apps; Hon. Treasurer, 


Mr. S. G. Peach; Hon. Auditor, Mr, |, H 
Slater; Hon. Secretary, Mr. L. A. Jarvis, 


YORKSHIRE 


THE SECRETARY'S OFFICE HAS BEEN REMOysp 
to 2 Hillary Place, Woodhouse Lane 
Leeds, 2. The telephone number js Lesh 
34816. 


at 6.36 


EVENTS OF THE MONTH 


January 5.—Bournemouth: “ Topical Economi: 
Problems,”” by Mr. A. R. Ilersic. St. Peter; 
Hall, Hinton Road, at 6.30 p.m. 

Leeds: Joint Meeting with Inspector of Taxes 


Association. Jacomelli’s Restaurant, Boar Lane. Notting 
at 6 p.m. fanag 
F.S.A.A. 


January 6.—Belfast: “* Figures that Work”: 
Hollerith sound film. Students’ meeting. 13 
Donegall Square West, at 7 p.m. 

Southampton: “* Topical Economic Problems,” 
by Mr. A. R. Ilersic. Polygon Hotel, at 6.30 


p-m. 
January 7.—Coventry: Tour of Sterling Metals 
Ltd. for students. 

Portsmouth: “* Topical Economic Problems,” by 
Mr. A. R. Ilersic. Central Library, at 6.30 p.m. 
January 8.—Birmingham: ‘“* Exchange Con- 
trol,’’ by Mr. W. E. Dawson, A.1.B., M.L.E.x, of 
Barclays Bank Ltd. Law Library, Temple 
Street, at 6.15 p.m. 

Bristol: “ Liquidations,”’ by Mr. A. L. Mugridge, 
B.COMM., A.C.I.s. Royal Hotel, College Green, 
at 6.30 p.m. 

Hull: “* Consolidated Company Accounts,” by 
Mr. A. E. Langton, LL.B., F.C.A., F.S.AA. 
Students’ meeting. Church Institute, Albion 
Street, at 6.15 p.m. 

Leeds: Dinner dance. Queen’s Hotel, at 7.30 
p.m. 

Leicester: “* Estate Duty,”” by Mr. Anthony P. L. 
Barber, M.P., Barrister-at-Law. Students’ meet- 
ing. Turkey Café, Granby Street, at 6 p.m. 
Manchester: ‘‘ Economics,” by Mr. David 


Walker, m.a. Students’ meeting. Incorporated sw he 
Accountants’ Hall, at 6 p.m. ; Rents 
Waterford: Discussion circle. Intermediate =—w 
students at 7.30 p.m., Final at 8.15 pm 


Offices of Messrs. W. A. Deevy & Co. Manchest 
January 11.—Coventry: “‘ Newspaper Account- Nalker 

ing,”’ by Mr. S. A. Loxham, A.s.a.a. Cravet lee 
Arms, High Street, at 6.30 p.m. Newcastle 
Leicester: “Taxes and Interconnected Com-fh, 1) ey 
panies,” by Mr. Frank Bower, ©.B.E., M‘) He. a 
Vice-President of the Association of British Suthamps 
Chambers of Commerce. Bell Hotel, Humber 190 pam 
stone Gate, at 6 p.m. anuary 
January 12.—Newcastle upon Tyne: “ Back Duy yy, 7 
Penalties and Settlements,” by Mr. J- \ High Str 
Walkden, a.c.a., A.s.A.A. The Library, ? Bilindop. 
Grainger Street, at 6.15 p.m. range 7 


Shrewsbury: “ Company Law,” by Mr. R. D 


Dorated d 
Penfold, Barrister-at-Law. Raven Hotel, # 


anuary 
6.30 p.m. fr. W. 
Taunton: “ Hospital Finance,” by Mr. R. J meeting. 
Hulbert, .s.A.A., F.LM.T.A., A.c.L8. Casle Nest, at 
Hotel, at 6.30 p.m. anuary 


January 13.—Middlesbrough: “ The Techniqu’ 


B.S. Ho 
of Back Duty Investigation,” by Mr. Jj. 
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Walkden, A.C.A., A-S.A.A. Café Royal, Linthorpe 
Road, at 6.30 p.m. 


arvis, (yansea: Industrial film show arranged by Mr. 
p F. Ellis, B.sc. Mackworth Hotel, High 
Street, at 7 p.m. 
january 14.—Oxford: “ Investigations,” by 
‘EMOVED Hy, A. C. Simmonds, F.s.a.a. Students’ 
Lane, neeting. George Restaurant, George Street, 
is Leeds at 6.90 p.m. 
Wolverhampton: “‘ Partnership Law and Ac- 
counts,’ by Mr. R. Glynne Williams, F.c.a., 
;rut. Star and Garter Hotel, at 6.15 p.m. 
anuary 15.—Birmingham: Film show arranged 
H by the British Tabulating Machine Co., Ltd. 
Law Library, Temple Street, at 6.15 p.m. 
—— [(inbridge: Film and Lecture by Powers-Samas, 
. Hitd. University Arms Hotel, at 6.30 p.m. 
— Manchester: ‘“*‘ Economics,” by Mr. David 
itn Valker, M.A. Students’ meeting. Incorporated 
f Taxes Accountants’ Hall, at 6 p.m. 
7 Nottingham: “‘ Presenting Financial Results in 
ar Lane, fanagement,”” by Mr. P. G. James, B.com., 
Work”: Me The Reform Club, Victoria Street, at 
. 0.30 p.m. 
a Weer: “ Consequential Loss Insurance,”’ by 
oblems.” Mr. C. E. Turner. Students’ meeting. Offices 
» Biof Messrs. W. A. Deevy & Co., at 8 p.m. 
) at Bgp january 18.—Birmingham: Students’ dance at 
x Metal St. John’s Restaurant, Diretend. Tickets 
*fifrom Mr. S. W. Willson, 195 The Broadway, 
= Handsworth, Birmingham, 20. 
mS; °Y MGwentry: Debate with Coventry Students’ 
ap 3 Branch of the Birmingham Chartered Account- 
Bangs ants’ Society. Hare and Squirrel Hotel, at 6 
p.m. 
Temple january 19.—Dublin: Inter-debate with Char- 
apiee tered students. Students’ meeting. Jury’s 
. then Hotel, Dame Street, at 6.15 p.m. 
‘ ’ Dudley: “Group Accounts,” by Mr. P. E. 
nts,” by aris, A.s.A.A. Staffordshire Technical College, 
dies he Broadway, at 7 p.m. 
Albion january 21.—Bristol: “‘ Income Tax Schedule 
| D,” by Mr. H. A. R. J. Wilson, F.c.A., F.S.A.A. 
at 19 Royal Hotel, College Green, at 6.30 p.m. 
‘ Biase: “ Estate Duty,”” by Mr. V. S. Hockley, 
ny P. L B.com., c.A. County Hotel, at 6.30 p.m. 
3 meet. Qemuary 22.—Birmingham: “‘ Budgetary Con- 
a ol,” by Mr. H. P. Court, F.c.w.a. Joint 
Ped students” meeting with the Institute of Cost and 
nad Norks Accountants. Chamber of Commerce, 
rpo ew Street, at 6.30 p.m. 
wait lowcester : “Points Arising from November 
15 90 Examinations.”” Technical College, at 6.30 
p.m. 
—: Manchester: “* Economics,” by Mr. David 
Craven Nalker, M.A. Students’ meeting. Incorporated 
Accountants’ Hall, at 6 p.m. 
1 Com: Newcastle upon Tyne: “ Costing,” by Mr. V. S. 
eet Hockley, B.cOM., C.A. The Library, 52 Grainger 
British Nireet, at 6.15 p.m. 
cea Suthampton: Supper dance. Royal Hotel, at 


730 p.m. 

anuary 25.—Coventry: “ Profits Tax,” by 
ir. L. A. Hall, a.s.A.A., A.c.A. Craven Arms, 
High Street, at 6.30 p.m. 


ick Duty 
} \. 


ary> london: “A Legal Review of 1953,” by Mr. 
RD Turner, M.A., Barrister-at-Law. Incor- 
otel, a rated Accountants’ Hall, W.C.2, at 6 p.m. 
ani anuary 27.—Belfast: “ Balance Sheets,”’ by 
Rk |. i. W. W. Bigg, F.c.A., F.S.A.A. Students’ 
Castle ~~ The Library, 13 Donegall Square 
est, at 7 p.m. 
uch ary 28.—Bradford: “ Costing,” by Mr. 
47 ‘8. Hockley, B.com., c.a. Liberal Club, Bank 


treet, at 6.15 p.m. 


Dublin: “ Balance Sheets,” by Mr. W. W. Bigg, 
F.C.A., F.S.A.A. Students’ meeting. Jury’s 
Hotel, Dame Street, at 6.15 p.m. 

Newcastle upon Tyne: Luncheon club meeting. 
Speaker: Mr. H. G. Thomas, H.M. Principal 
Inspector of Taxes. Eldon Grill, Blackett 
Street, at 1 p.m. 

Swansea: ‘‘ The City Page,’”? by Mr. Frank 
Whitmore, City Editor, Daily Telegraph. 
Students’ meeting. Central Public Library, 
Alexandra Road, at 7 p.m. 

January 29.—Birmingham: “ Executorship— 
Conversion, Investment and Appropriation,” 
by Mr. C. L. Lawton, tu.m., m.sc. Law 
Library, Temple Street, at 6.15 p.m. 

Brighton: ‘ Auditing,”” by Mr. R. Glynne 
Williams, F.c.a., F.T.1.1. Students’ meeting. 
The Royal Pavilion, at 7 p.m. 

Leicester: ‘‘ Costing Overhead Expenses,’’ by 
Mr. J. W. Fewlass, A.c.w.A., A.c.1.s. Students’ 
meeting. Turkey Café, Granby Street, at 6 p.m. 
Manchester: “‘ Economics,”” by Mr. David 
Walker, m.a. Students’ meeting. Incorporated 
Accountants’ Hall, at 6 p.m. 

Manchester: “‘ Income Tax,” by Mr. N. D. B. 
Robinson, M.B.E., A.S.A.A. Intermediate stu- 
dents’ meeting. Estate Exchange, Fountain 
Street, at 6.30 p.m. 

Norwich: “ Profits Tax Up-to-Date,” by Mr. 
L. A. Hall, a.c.a., A.s.A.A. Royal Hotel, at 7 


p-m. 
Waterford: ‘‘ Balance Sheets,’? by Mr. W. W. 
Bigg, F.c.A., F.s.A.A. Students’ meeting. Gran- 
ville Hotel, at 8 p.m. 

January 30.—Dublin: Dinner. Royal Hibern- 
ian Hotel, at 7 for 7.30 p.m. 

February 1.—London: Students’ Society Presi- 
dent’s reception at 5.15 p.m. Lecture by Mr. 
H. A. R. J. Wilson, F.c.A., F.S.A.A., at 6 p.m. 
Incorporated Accountants’ Hall, W.C.2. 
February 2.—Bournemouth: “ Executorship 
Law,”’ by Mr. C. L. Lawton, m.sc. St. Peter’s 
Hall, Hinton Road, at 6.30 p.m. 

Leeds: “Back Duty—Penalties and _ Settle- 
ments,”” by Mr. J. W. Walkden, A.c.A., A.S.A.A. 
Jacomelli’s Restaurant, Boar Lane, at 6.15 p.m. 
Liverpool: Mock income tax appeal, in co- 
operation with H.M. Inspectors of Taxes. 
Incorporated Accountants’ Hall, 25 Fenwick 
Street, at 5.30 p.m. 

Middlesbrough: *‘ Arbitration and Awards,” by 
Mr. R. D. Penfold, Barrister-at-Law. Café 
Royal, Linthorpe Road, at 6.30 p.m. 

Worthing: ‘‘ Executorships and Trusts—Distri- 
butions on Intestacy,’’ by Mr. J. Linahan, 
A.S.A.A. Mitchell’s Café, The Arcade, at 7.15 
p-m. 

February 3.—Belfast: Debate with Solicitors 
Apprentices’ Debating Society. Students’ meet- 
ing. The Library, 13 Donegall Square West, 
at 7 p.m. 

Newcastle upon Tyne: ‘‘ Accounts in Compliance 
with 1948 Act,”’ by Mr. R. D. Penfold, Barrister- 
at-Law. The Library, 52 Grainger Street, at 
6.15 p.m. 

Southampton: “‘ Executorship Law,” by Mr. 
C. L. Lawton, m.sc. Polygon Hotel, at 6.30 


p-m. 
February 4.—Portsmouth: “ Executorship 
Law,” by Mr. C. L. Lawton, m.sc. Central 
Library, at 6.30 p.m. 

February 5.—Birmingham: ‘“‘ The Finance Act, 
1953, and other Income Tax Developments,” 
by Mr. H. A. R. J. Wilson, F.c.a., F.s.A.A. Law 
Library, Temple Street, at 6.15 p.m. 


Bristol: “ Elements of English Law,”’ by Mr. 
C. L. Lawton, vu.M., M.sc., Barrister-at-Law. 
The Royal Hotel, at 6.30 p.m. 

Cambridge: ‘‘ Consequential Loss Insurance,” 
by Mr. D.'W. Reeds, Royal Insurance Co. The 
Shirehall, at 6.30 p.m. 

Hull: “The Law of Contract,’’ by Mr. Hugh 
K. Bevan, tu.s. Students’ meeting. Church 
Institute, Albion Street, at 6.15 p.m. 
Manchester: “*‘ Economics,” by Mr. David 
Walker, m.A. Students’ meeting. Incorporated 
Accountants’ Hall, at 6 p.m. 

Manchester: “‘ Income Tax,’ by Mr. N. D. B. 
Robinson, M.B.E., A.S.A.A. Intermediate Stu- 
dents’ meeting. Estate Exchange, Fountain 
Street, at 6.30 p.m. 

Nottingham: “‘Company Law,” by Mr. J. 
Stewart Oakes, Barrister-at-Law. The Reform 
Club, Victoria Street, at 6.30 p.m. 


COUNCIL MEETING 


NOVEMBER 26, 1953 


Present: Mr. C. Percy Barrowcliff (Presi- 
dent), Mr. Bertram Nelson (Vice President), 
Sir Frederick Alban, Mr. A. Stuart Allen, 
Mr. F. V. Arnold, Mr. Edward Baldry, 
Mr. C. V. Best, Mr. H. J. Bicker, Mr. 
Andrew Brodie, Mr. Henry Brown, Mr. 
E. Cassleton Elliott, Mr. Alexander Hannah, 
Mr. C. A. G. Hewson, Mr. W. H. Marsden, 
Mr. F. A. Prior, Mr. P. G. S. Ritchie, 
Mr. Joseph Stephenson, Mr. Percy Toothill, 
and Mr. Richard A. Witty, with the 
Secretary and the Deputy Secretary. 


THE LATE SIR THOMAS KEENS 


Members of the Council stood in silent 
tribute to the memory of Sir Thomas Keens 
before adopting the following resolution : 


The Council of the Society of Incorporated 
Accountants and Auditors record with deep 
regret the sudden death on November 24 of 
Sir Thomas Keens, Fellow, who had been a 
member of the Society for fifty-two years, a 
member of the Council since 1922 and 
President of the Society from 1926 to 1929. 
The Council recall with pride and gratitude 
Sir Thomas’s long record of distinguished 
service, not only to the Society, but also in 
public life. During his Presidency Incorpor- 
ated Accountants’ Hall was acquired by the 
Society and was formally opened by His 
late Majesty King George VI (then H.R.H. 
The Duke of York). At the date of his death 
Sir Thomas was the senior Past President 
of the Society and President of the Incorpor- 
ated Accountants’ Benevolent Fund. The 
Council extend their deepest sympathy to 
Lady Keens and her family. 


REPORTS OF COMMITTEES 
The Council received the minutes of recent 
meetings of the Finance and General Pur- 
poses, Development, Eastbourne Confer- 
ence, Library, and Applications Committees, 
and of the Committees of the South African 
Branches. 
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WESTMINSTER ABBEY APPEAL 
The Council resolved that the sum of 
250 guineas be donated to the Westminster 
Abbey Appeal Fund. 


UNIVERSITY SCHOLARSHIP SCHEME 
It was resolved that a scheme of uni- 
versity scholarships for Incorporated 
Accountants and students intending to 
qualify as Incorporated Accountants be 
inaugurated in October 1954. Publication 
was approved of the announcement which 
appeared in the December issue of Accoun- 


TANCY (page 377). 


MEMBERSHIP 
The Council approved applications for 
promotion to Fellowship, for admission to 
membership of the Society, and for regis- 
tration as members in retirement, subject 
to payment of the appropriate entrance 
fees and subscriptions. 


DEATHS 

The Council received with regret a 
report of the death of each of the following 
members: BANNER,George Leslie(Associate), 
Wakefield, Yorks; Brocks, William James 
(Associate), Bromley, Kent; Davies, Joseph 
Raymond (Associate), Cardiff, Glam.; 
Ho.srook, Ernest (Fellow), Cardiff, Glam; 
Hucues, Rhoda Alexandria (Associate), 
Slough, Bucks; Mason, Ernest Harry 
(Associate), Cheltenham, Glos.; Nrxon, 
Walter (Associate), Harrow, Middlesex; 
Swan, Denis Alexander (Associate), New- 
castle upon Tyne; Woop, Alan (Fellow), 
Manchester. 


MEMBERSHIP 


‘THE FOLLOWING PROMOTIONS IN, AND ADDI- 
tions to, the membership of the Society have 
been completed during the period October 
g, to December 7, 1953. 


ASSOCIATES TO FELLOWS 


Arkinson, Walter Sunley (H. H. Kilvington & Co.), West 
Hartlepool. Barkin, Richard Michael (Richard Batkin @ 
Partners) , Birmingham. BiakeR, Charles Bernard (Goldby, 
Panchaud & Webber), Port Elizabeth, South Africa. BopeEn, 
Charles Robert (Deloitte, Plender, Griffiths, Annan & Co.), 
Johannesburg. Brooke-SmitH, Edward Stanley em ag 
Bristol. BussELL, George W illiam (Crick & Bussell), London. 
Cook, Leslie Noble (Charles Hewitt & Co.), Johannesburg. 
Dent, William, Middlesbrough. Downes, Barry Trouncer 
(Deloitte, Plender, Griffiths. Annan & Co.), Johannesburg. 
Dup.tey, Joseph Gilbert (Pulbrook, Wright @ Underwood), 
Salisbury, S.R. Green, Harold Unsworth ~— Green 
& Co.), Runcorn. Hicks, Walter Edward (G. S. Clarke, 
Armson ©& Co.), London. HucGues, Richard Sela 
Ww oo Murpny, William Daniel (Thomas May 

Leicester. Newsum-Smitru, Kenneth Herbert, 
+ PR i Bay Payne, Humphrey Cecil (Vaughan, Key & 
Payne), Johannesburg. Roserts, David Glyn (Smallfield, 
Fitzhugh, Tillett & Co.), London. RosnHo.t, Aanon 
Michael (Goldby, Panchaud & Webber), Johannesburg. 
Row.Lanp, Thomas Hutchinson (W. 7. Walton, Son & 
Rowland), Stockton-on-Tees. Suan, Jayantilal Sankal- 
chand (McCormick & Shah), London. Stevenson, Peter 
Verran (Hopkins, Stevenson & Co.), Liverpool. SToNEHAM, 
Frederick Charles (C. NV. Walter, Lester & Co.), London. 
TinDALL, Peter Bosman (Warren & Hofmeyr), Pretoria. 
Watson, WILLIAM re (Sayer, Watson & Co.), London. 
Wroor, Walter Bell (A. Wroot & Son), Grimsby. 
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ASSOCIATE 


Antoine, Bernard Nigel (Stephenson, Smart & Lo.), London. 
BAKER, Royston James, with Geoffrey T. Barter, Coleford, 
Glos. Baytey, Roy Grimshaw, with John J. Harrison & 
Co., Blackpool. Bennett, Gordon Beresford (Donald H. 
Bates & Co.), Hanley, Staffs. Caro, Terence Everard, 
with Thomas Forster & Co., Manchester. Curr, James 
Stuart, with Geo. T. Cheetham & Co., Manchester. 
Davis, Kenneth, with W. J. Edwards & Co., Walsall, 
Staffs. Fany, Anthony, with Pelham Plunkett & Co., 
Dublin. Fossey, Kenneth Arthur, (C. Percy Barrowcliff & 
Co.), Leeds. Ger, Lazarus, with H. Tarley & Co., Cape 
Town. Grrtins, Peter Laurie, with H. A. F. Brookes, 
Liverpool. Harpy, Peter Francis, with Clements, Hakim 
& Co., London. HucGues, James Martin, with Franklin, 
Wild & Co., London. Jonnson, Peter Brian, with Wood- 
ington, Bubb & Co., London. Jones, Gilbert Arthur, with 

2. Lowe & Co., Wolverhampton. Lone, Derek Martin, 
with Boden, Swaysland & Co., Croydon. Natty, Brian 
Liam Edward, with Purtill & Co., Dublin. O’BriEn, 
Patrick Donogh, with Gerald J. Moore, Dublin. O’Connor, 
Declan Patrick, with F. R. O’Connor, Dublin. Pace, 
Derek George, with Lithgow, Nelson & Co., London. 
Paut, Edward Frank, with Perkins, Copeland & Co., 
Eastbourne. Poor, Kenneth Francis (Clayton & Brewill), 
Nottingham. RancGecrorr, Charles Zell, with Stewart, 
Steyn & Co., Johannesburg. Rosson, Alan Keith, with 
James L. & F. S. Oliver, Newcastle upon Tyne. 


EXAMINATIONS—MATY 1954 


THE SOCIETY’S EXAMINATIONS WILL BE HELD 
on the following dates: 


Preliminary ... May 11 and 12, 1954 
Intermediate . May 13 and 14, 1954 
Final: Part I May 11 and 12, 1954 

Part II... May 13 and 14, 1954 


The centres will be Belfast, Birmingham, 
Cardiff, Dublin, Glasgow, Leeds, Liverpool, 
London, Manchester, Newcastle upon Tyne 
and Southampton. 

Completed application forms, together 
with all the relevant supporting documents 
and the fee (Final, Part I, £4 4s.; Part II, 
£4 4s.; Parts I and II together, £7 7s.; 
Intermediate, £4 4s.; Preliminary, £3 3s.) 
must reach the Secretary at Incorporated 
Accountants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2, not later 
than Monday, March 15, 1954. 

Candidates are asked to obtain applica- 
tion forms from the Honorary Secretary of 
their Branch or District Society. 


PERSONAL NOTES 


Sir Frederick Alban, C.B.E., F.S.A.A., a 
member of the Council of the Society of 
Incorporated Accountants, has been ap- 
pointed Treasurer of the Chartered Institute 
of Secretaries. 

Mr. R. Moorhouse, A.s.A.A., has been 
appointed a traffic costing officer at 
Liverpool Street Station in the reorganised 
costing service of the British Transport 
Commission. 

Mr. C. R. Dodd, A.s.A.A., A.A.C.C.A., has 
been joined in partnership by Mr. F. K. 
Dilley, A.s.A.A. They are practising under 
the firm name C. R. Dodd and F. K. Dilley 
at Westminster Bank Chambers, Chester- 
field Road, Alfreton, Derbyshire. 


Messrs. Robjohns, Leopard & Co 
Incorporated Accountants, Worcester, hay 
opened a branch office at 25 Brunswic 
Road, Gloucester. Mr. T. J. Thoms 
has retired from the firm. 

Mr. K. C. Dawson, A.s.4.A., has hp 
appointed Secretary and Chief \ccountay 
to the Tanganyika Electric Supply Co 
Ltd., Dar es Salaam. 

Mr. R. A. O. Hickling, A.s.a.a., Mr. J 
Hurst, A.s.A.A., and Mr. Thomas W., Frit 
A.S.A.A., are now practising in partnershij 
under the style of Hickling, Hurst anj 
Frith, Incorporated Accountants, at 4 
Crescent, King Street, Leicester. 

Mr. William Pearson, F.s.A.A., has retire; 
from the partnership of J. Pearson & Sop 
Incorporated Accountants, Bradford. 
practice is being continued by Mr. T. 
Geoghan, F.s.A.A., and Mr. G. W. Pearso 
F.S.A.A. The firm name is unchanged, 

Mr. Cyril Philip, Incorporated Account 
ant, has retired from the firm of Joly 
Unwin & Co. and is now practising und 
his own name at 10 Egerton Stree 
Wrexham. 

Mr. G. R. Coyne, A.s.A.A., A.1.M.T.A., 
joined the board of directors of S. J. Noel 
Brown & Co., Ltd., management consult 
ants, London, 'S. W.1. 

Messrs. Slater, Dominy and — 
Chartered Accountants, Cambridge, an 
nounce that they have admitted inw 
partnership Mr. J. E. Squires, a.ca. 
A.S.A.A., Mr. G. H. B. Rowlinson, A.c.a. 
and Mr. M. J. F. Shaw, A.c.a. 

Mr. Walter Guest, A.s.A.A., has been 
appointed secretary of R. & J. Dempster, 
Ltd., gas plant engineers, Manchester. 

Messrs. Chaplin, Hall & Co., Incorpore 
ted Accountants, Coventry and Birming- 
ham, have taken into partnership Mr. 
D. H. Salmon, 4.s.a.A., who has been 
associated with them for a number of years. 
Their Coventry office has been removed t0 
403 The Bridge, Broadgate Hous, 
Coventry. 

Messrs. Kingscott, Dix & Co., Gloucester 
and Evesham, and Messrs. A. J. Feek & Co. 
Pershore, have admitted into partnership 
Mr. J. G. Sterry, A.S.A.A. 

Mr. John F. Smart, .s.a.A., Lincola, 
announces that bis former partner, Mr. 
Frederick Ward, has retired from the firm. 
Mr. Smart is continuing the practice undet 
the style of Harlow Ward & Smart, 
Incorporated Accountants. 


fl 


REMOVAL 


—— 


Mr. H. S. R. Harrison, A.C.A., A.5-A4» 
practising under the firm name of Rigbey 
Harrison & Co., has removed his office 
4 Church Green East, Redditch. 
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